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DEPARTMENT  OF  AGRICULTURE 
Farmers  Home  Administration 
[  7  CFR  Parts  1845  and  1980  ] 
iFmHA  Instruction  449.11 
GUARANTEED  LOAN  PROGRAMS 
Emergency  Livestock  Loan 

AGENCY:  Farmers  Home  Administra¬ 
tion,  USD  A. 

ACTION :  Proposed  rule. 

SUMMARY:  Tne  Farmers  Home  Admin 
istration  (FmHA1  proposes  to  amend  its 
Emergency  Livestock  regulations  to  al¬ 
low  portions  of  guaranteed  Emergency 
Livestock  loans  to  be  sold  in  the  second¬ 
ary  market.  This  amendment  is  intended 
to  enable  lenders  to  make  more  guaran¬ 
teed  loans  from  the  funds  received  from 
secondary  market  sales. 

DATES:  Comments  must  be  received  by 
June  22, 1977. 

ADDRESSES:  Submit  written  comments 
to  the  Office  of  the  Chief,  Directives 
Management  Branch,  Farmers  Home 
Administration,  U.S.  Department  of  Ag¬ 
riculture,  Room  6316,  Washington,  D.C. 
20250.  All  written  comments  made  pur¬ 
suant  to  this  notice  will  be  available  for 
public  inspection  at  the  address  given 
above. 

FOR  FURTHER  INFORMATION  CON¬ 
TACT: 

James  E.  Lee  (202-447-6257). 

SUPPLEMENTARY  INFORMATION: 
The  Farmers  Home  Administration 
(FmHA)  of  the  Department  of  Agricul¬ 
ture  proposes  the  addition  of  new  Sub¬ 
part  C  of  Part  1980,  Chapter  XVIII  of 
Title  7,  Subchapter  N,  “Other  Loan  Pro¬ 
grams,”  in  the  Code  of  Federal  Regula¬ 
tions.  The  proposed  addition  of  Sub- 
part  C,  “Emergency  Livestock  Loans,” 
(§§  1980.201-1980.300)  of  this  Part  1980 
redesignates,  consolidates  and  revises 
those  regulations  concerning  Emergency 
Livestock  Loans  under  the  guaranteed 
loan  program.  Much  of  new  Supart  C  was 
taken  from  various  sections  of  Subchap¬ 
ter  D,  Guaranteed  Loans:  Part  1845, 
“FmHA  Emergency  Livestock  Line  of 
Credit  Guarantees,”  published  at  40  FR 
30623,  and  amended  at  41  FR  7494,  41  FR 
39005.  The  major  changes  will : 

1.  Transfer  and  revise  those  provisions 
of  Part  1845  pertaining  to  the  line  of 
credit  guarantees  for  farmers  and  ranch¬ 
ers  primarily  engaged  in  substantial 
livestock  operations  and  update  the  reg¬ 
ulations  to  implement  the  provisions  of 
Pub.  Law  94-517  enacted  October  15, 
1976. 

2.  Incorporate  secondary  marketing 
procedures  and  agreements  contained  in  ‘ 
Subpart  A  of  Part  1980  and  published  at 
41  FR  47462. 

As  proposed.  Subpart  C  of  Part  1980  as 
revised,  transferred  and  redesignated  is 
set  forth  below  : 


PART  1980— GUARANTEED  LOAN 
PROGRAM 

SUBPART  C— EMERGENCY  LIVESTOCK  LOANS 

Sec. 

1980.201  Introduction. 

198C  .202-1980.206  (Reserved) 

1980.207  Definitions. 

1980.208  Program  objective. 

1980.209  Eligible  lenders. 

1980.210  Case  and  Identification  (ID)  num¬ 

bers. 

1980.211-1980.214  (Reserved] 

1980.215  Types  of  guarantees. 

1980.216  Full  faith  and  credit. 

1980.217  Guarantee  limits. 

1980.218-1980.219  [Reserved] 

1980.220  Eligibility. 

1980.221  Loan  purposes. 

1980.222  Prohibited  loan  purposes. 

1980.223  Limitations  and  special  provisions. 

1980.224  Loan  rates  and  terms. 

1980.225  Collateral  requirements. 

1980.226  Promissory  notes,  security  Instru¬ 

ments,  and  financing  state¬ 
ments. 

1980.227  Relationship  with  other  FmHA  In¬ 

sured  or  guaranteed  loans. 

1980.228  Charges  and  fees  by  lender. 
1980.229-1980.245  |Reservedl 

1980.246  Receiving  and  processing  applica¬ 

tions. 

1980.247  FmHA  evaluation  of  applications. 

1980.248  County  committee  review. 

1980.249  Review  of  requirements. 

1980.250  Conditions  precedent  to  insurance 

of  the  guarantee. 

1980.251  Issuance  of  guarantee  Instruments. 

1980.252-1980.259  |  Reserved] 

1980.260  Substitution  of  lenders. 
1980.261-1980.238  (Reserved] 

1980. 269  Extension  of  guarantees  Issued  be¬ 

fore  December  20,  1976. 

1980.270  Changeover  of  loans  covered  by  80 

percent  loss  guarantees  to  line 
of  credit  guarantees  without  sale 
to  holder(s). 

1980.271  Conversion  of  existing  EL  loans  so 

the  guaranteed  portions  can  be 
sold  as  permitted  by  supart  A  of 
Part  1980. 

1980.272  Refinancing  existing  EL  loans  so 

that  the  guaranteed  portion  can 
be  sold  through  the  loan  note 
guarantee  system. 
1980.273-1980.276  (Reserved] 

1980.277  Change  from  livestock  to  farming 

operation  after  guarantee  is 
Issued. 

1980.278  Transfer  and  assumption  of  loans. 

1980.279  Loan  servicing. 

1980.280  Protective  advances. 

1980.281  Termination  of  guarantees. 

1980.282  Defaults  by  borrower. 

1980.283  Liquidation. 

1980.284-1980.289  (Reserved] 

1980.290  Graduation. 

1980.291  Appeal  procedure. 

1980.292  Access  to  records  of  lender. 

1980.293  County  and  State  Office  files. 

1980.294  FmHA  Forms. 

1980.295-1980.299  (Reserved] 

Appendixes  A,  B,  C,  D,  E,  and  F — FmHA 
Forms. 

Authority:  Sec.  10  of  Pub.  Law  93-357, 
88  Stat.  392;  delegation  of  authority  Secre¬ 
tary  of  Agriculture  (7  CFR  2.23);  delegation 
of  authority, by  Assistant  Secretary  for  Rural 
Development  (7  CFR  2.70) . 

Subpart  C — Emergency  Livestock  Loans 

§  1980.201  Introduction. 

(a)  Policy.  This  Subpart  contains  reg¬ 
ulations  for  making  and  servicing  Emer¬ 


gency  Livestock  (EL)  loans  and  applies 
to  lenders,  holders,  borrowers.  Farmers 
Home  Administration  (FmHA)  person¬ 
nel,  and  other  parties  involved  in  mak¬ 
ing,  guaranteeing,  holding,  servicing,  or 
liquidating  such  loans.  In  addition.  Sub- 
part  A  applies  to  EL  loans  only  to  the 
extent  that  sections  of  Subpart  A  are 
specifically  referred  to  in  this  Subpart 
C. 

<b)  Program  administration.  This  pro¬ 
gram  like  other  FmHA  programs  is  ad¬ 
ministered  by  the  FmHA  Administrator 
through  the  State  Director  serving  each 
State  through  the  District  Director  to 
the  County  Supervisor.  The  County  Su¬ 
pervisor  is  the  focal  point  for  the  pro¬ 
gram  and  the  local  contact  person  for 
guarantee  processing  and  servicing  ac¬ 
tivities  even  though  this  Subpart  refers 
in  various  places  to  the  duties  and  re¬ 
sponsibilities  of  other  FmHA  employees. 

(c)  Administrative  provisions. 
Throughout  this  regulation  there  appear 
administrative  provisions  for  the  State 
Director,  District  Director,  and  County 
Supervisor.  These  provisions  establish 
the  internal  duties,  responsibilities  and 
procedures  to  carry  out  the  requirements 
of  the  program  and  are  identified  as  “Ad¬ 
ministrative”  and  follow  the  appropriate 
sections  of  this  Subpart. 

§  1 980.202- 1 980.206  L  Reserved  1 
§  1980.207  Definitions. 

The  following  general  definitions  are 
applicable  to  the  terms  used  in  this  Sub¬ 
part.  Additional  definitions  may  be  found 
in  §  1980.6  of  Subpart  A,  except  that 
those  contained  in  §  1980.6(a)  (2),  (4), 
(7),  (9),  (13),  and  (14)  are  not  applica¬ 
ble  to  cases  in  which  a  lender  requests  a 
Contract  of  Guarantee. 

(a)  Act.  The  Emergency  Livestock 
Credit  Act  of  1974  (Pub.  L.  93-357) ;  as 
amended  by  Pub.  Law  94-35,  and  Pub. 
Law  94-517. 

(b)  Applicant.  The  person  or  entity 
carrying  on  the  farming  or  ranching 
operation  and  desiring  EL  loan  assistance 
from  a  lender. 

(c)  Approval  officials.  These  are  field 
officials  who  have  been  delegated  loan 
and  grant  approval  authorities  within 
applicable  loan  programs,  subject  to  the 
dollar  limitations  contained  in  Tables 
available  in  any  FmHA  State  or  County 
Office,  or  from  the  National  Office,  14th 
Street  and  Independence  Avenue  SW., 
Washington,  D.C.  20250.  Field  officials 
having  loan  and  grant  approval  author¬ 
ities  are  State  Directors,  District  Direc¬ 
tors,  County  Supervisors  and  Assistant 
County  Supervisors.  Refer  to  Subpart  A 
of  Part  1901  of  this  Chapter  for  author¬ 
ities  and  responsibilities  delegated  to  field 
officials  for  all  programs  of  FmHA. 

(d)  Guaranteed  line  of  credit.  EL  loan 
advances  made  and  serviced  by  a  lender 
subject  to  a  maximum  amount  agreed  to 
by  the  lender  and  FmHA  which  is  spec¬ 
ified  in  a  Form  FmHA  449-27,  “Contract 
of  Guarantee  (Emergency  Livestock 
Loan).” 

(e)  Livestock.  The  term  “livestock” 
means  beef  cattle,  dairy  cattle,  including 
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dairy  cattle  raised  and  maintained  for 
the  primary  purpose  of  marketing  dairy 
products,  swine,  sheep,  goats,  chickens, 
and  turkeys. 

tf)  Loan.  This  term  includes  both  a 
fixed  amount  loan  to  which  a  Loan  Note 
Guarantee  will  be  attached  and  an  ad¬ 
vance  <s)  made  pursuant  to  a  line  of 
credit  guaranteed  by  a  Contract  of  Guar¬ 
antee. 

<g>  Loan  servicing.  All  actions  that 
are  necessary  after  loan  closing  to  col¬ 
lect  the  indebtedness  and  to  protect  the 
security  and  security  rights.  The  term 
“servicing”  also  includes  transfer  and 
assumption  and  liquidation. 

(h)  Mortgage.  The  term  "mortgage’' 
includes  any  form  of  instrument  used  to 
obtain  a  security  interest  or  lien  upon 
any  rights  or  interest  in  real  property  of 
any  kind.  In  Louisiana  and  Puerto  Rico 
the  term  “mortgage"  also  refers  to  the 
instrument  granting  any  security  inter¬ 
est  in  chattel  property. 

<i)  Protective  advances.  Payments 
made  by  the  lender  to  third  parties  to 
protect  or  preserve  security  property. 

<j)  Security.  The  term  “security” 
(sometimes  referred  to  as  collateral  or 
security  property)  includes  any  rights 
or  interests  in  property  of  any  kind  sub¬ 
ject  to  a  real  or  personnel  property  lien. 

(1)  Basic  security.  All  real  estate  and 
fixtures  and  personal  property  such  as 
foundation  herds,  flocks,  machinery  and 
equipment  serving  as  security  and  crops 
when  crops  are  the  only  security. 

»2)  Normal  income  security.  All  nor¬ 
mal  income  security  property  planned  to 
be  marketed  in  the  regular  course  of 
business  unless,  liquidation  is  approved. 
If  liquidation  is  approved,  such  security 
becomes  basic  security. 

<k)  State.  Any  of  the  fifty  States, 
Puerto  Rico,  or  the  Virgin  Islands. 

•1>  United  States.  The  term  “United 
States”  means  the  United  States  itself, 
anv  of  the  ,'iO  States,  Puerto  Rico,  and 
the  Virgin  Islands,  as  appropriate  in  the 
context  in  which  the  term  is  used. 

§  1980.208  Program  objective. 

The  basic  objective  is  to  make  more 
credit  available  during  the  period  au¬ 
thorized  by  Pub.  Law  93-357  as  amended 
•  authority  expires  September  30,  1978) . 
in  the  form  of  loans  guaranteed  by  Fm- 
HA  for  bona  fide  farmers  and  ranchers 
who  are  primarily  and  directly  engaged 
in  agricultural  production  and  who  have 
substantial  livestock  operations,  so  that 
they  may  continue  their  normal  farming 
or  ranching  operations. 

§  1980.209  Eligible  lender*. 

See  8  1980.13  of  Subpart  A  except  that 
in  Contract  of  Guarantee  cases,  the  form 
that  will  apply  in  55  1980.13  <g)  and  «h) 
will  be  Form  FmHA  449-38. 

§  1980.210  Case  and  identification  (ID) 
numbers. 

Refer  to  8  1980  12  of  Subpart  A. 

§  1 980.2 1 1—1980.21  4  [  Reserved  ] 

§  1 980.2 15  T ype*  of  guarantee*. 

(a)  Loan  note  guarantee.  Lenders  de¬ 
siring  to  sell  the  guaranteed  portion  of 


fixed  amount  loans  may  use  the  method 
contained  in  Subpart  A.  In  accordance 
with  that  method,  loans  may  be  made  by 
a  lender  and  guaranteed  by  issuance  of 
Form  FmHA  449-34,  “Loan  Note  Guar¬ 
antee.”  or 

(b)  Contract  of  guarantee.  Lenders 
desiring  a  guarantee  on  a  “flue  of  credit" 
may  use  the  method  contained  in  this 
Subpart  C.  Line  of  credit  loans  are  guar¬ 
anteed  by  Form  FmHA  449-27.  "Con¬ 
tract  of  Guarantee."  The  amount  of  loan 
advances  outstanding  at  any  one  time 
under  a  Contract  of  Guarantee  may  not 
exceed  the  line  of  credit  ceiling  set  forth 
in  the  contract. 

•  c)  Neither  a  Loan  Note  Guarantee 
nor  a  Contract  of  Guarantee  will  be  exe¬ 
cuted  after  September  30.  1978. 

§  1980.216  Full  faith  and  credit. 

The  Loan  Note  Guarantee  and  Con¬ 
tract  of  Guarantee  constitute  obligations 
supported  by  the  full  faith  and  credit 
of  the  United  States  and  arc  incontest¬ 
able  except  for  fraud  or  misrepresenta¬ 
tion  of  which  the  lender  or  holder  has 
actual  knowledge  at  the  time  it  becomes 
such  lender  or  holder  or  which  lender 
or  holder  participates  in  or  condones.  The 
guarantee  and  right  to  require  purchase 
in  Loan  Note  Guarantee  cases  will  be 
directly  enforceable  by  holder  notwith¬ 
standing  any  fraud  or  misrepresenta¬ 
tion  by  the  lender  or  any  unenforcea¬ 
bility  of  the  Loan  Note  Guarantee  by 
lender.  The  Loan  Note  Guarantee  and 
Contract  of  Guarantee  will  be  unenforce¬ 
able  by  the  lender  to  the  extent  any  loss 
is  occasioned  by  violation  of  usury  laws, 
use  of  loan  funds  for  unauthorized  pur¬ 
poses,  negligent  servicing,  or  failure  to 
obtain  the  required  security  regardless  of 
the  time  at.  which  FmHA  acquires  knowl¬ 
edge  of  the  foregoing. 

5  1980.217  Guarantee  limit*. 

The  maximum  loss  covered  under  the 
Form  FmHA  449-34.  "Loan  Note  Guar¬ 
antee,"  or  Form  FmHA  449-27,  “Contract 
of  Guarantee",  will  not  exceed  ninety 
percent  of  the  principal  and  accrued  in¬ 
terest  on  the  indebtedness  represented 
by  the  borrower’s  guaranteed  loan 
promissory  note  <  s  t  or  assumed  under 
an  assumption  agreement.  Lenders  and 
applicant  will  propose  the  percentage  of 
guarantee.  The  lender  and  applicant  will 
be  informed  in  writing  on  Form  FmHA 
449-14  or  Form  FmHA  449-15  by  FmHA 
of  any  lierrentage  of  guarantee  less  than 
proposed  by  the  lender  and  applicant, 
and  the  reason  therefor.  FmHA  will  de¬ 
termine  the  percentage  of  guarantee  af¬ 
ter  considering  all  credit  factors  involved, 
including  but  not  limited  to  thase  pro 
visions  contained  in  paragraphs  <  a • .  (b) , 
<c>.  (d).  and  «e>  of  8  1980  20  of  Sub¬ 
part  A. 

§§  1980.218-1980.219  IRcmiwciI) 

§  1980.220  Eligibility. 

To  be  eligible  for  an  EL  loan,  an  ap¬ 
plicant  must: 

<a>  Citizen.  Be  a  citizen  of  the  United 
States  or  a  person  who  has  been  legally 
admitted  for  permanent  residence  in 
the  United  States.  If  a  partnership,  the 


principal  partners  must  be  citizens  or 
such  permanent  residents  of  the  United 
States.  If  a  corporation,  it  must  be  in 
corporated  under  the  laws  of  the  United 
States,  its  principal  stockholders  must 
be  citizens  or  such  permanent  residents 
of  the  United  States,  and  the  corpora¬ 
tion  must  be  authorized  to  carry  on 
farming  or  ranching  operations  in  the 
State  in  which  the  EL  operation  is  being 
conducted.  See  5  1980  207  for  definition 
of  “State"  and  "United  States.”  Any 
uartner  or  stockholder  owning  or  con¬ 
trolling  as  much  as  20  percent  interest 
in  a  partnership  or  corporation  will  be 
considered  a  principal  partner  or  stock¬ 
holder.  If  no  person  owns  or  controls  as 
much  as  20  percent,  all  partners  and 
stockholders  will  be  considered  principal 
partners  or  stockholders. 

<b)  Bona  fide  farmer  or  rancher.  Be 
a  bona  fide  farmer  or  rancher  (owner- 
operator,  or  tenant).  <1>  doing  business 
in  the  United  States  either  as  an  individ¬ 
ual.  corporation,  or  partnership,  which 
is  recognized  in  the  community  as  one 
whose  chief  occupation  is  farming  or 
ranching,  <2>  primarily  and  directly  en¬ 
gaged  in  agricultural  production,  and  <3> 
having  substantial  operations  in  breed¬ 
ing.  raising,  fattening,  or  marketing  live¬ 
stock.  including  dairy  cattle  raised  and 
maintained  for  the  primary  purixise  of 
marketing  dairy  products  (hereinafter 
referred  to  as  a  livestock  operation)..  In 
the  case  of  an  individual  loan  applicant 
the  term  “primarily  and  directly  engaged 
in  agricultural  production”  means  that 
he  derives  more  than  50  percent  of  his 
grass  income  from  his  own  agricultural 
production  or  devotes  more  than  50  per¬ 
cent  of  his  time  to  such  production.  The 
term  "substantial  operations  in  livestock” 
means  that  he  derives  not  less  than  25 
percent  of  his  gross  farm  income  from 
his  own  livestock  operation,  or  devotes 
not  less  than  25  percent  of  his  time  to 
such  operation,  or  has  not  less  than  25 
percent  of  his  total  capital  investment  in 
such  operation.  In  the  case  of  a  corpora¬ 
tion  or  partnership  loan  applicant,  the 
term  “primarily  and  directly  engaged  in 
agricultural  production"  means  that  the 
corporation  or  partnership  derives  more 
than  50  percent  of  its  gross  income  from 
agricultural  production,  and  the  share¬ 
holders  or  partners  owning  or  controlling 
a  majority  interest  in  such  corporation 
or  partnership  derive  more  than  50  per¬ 
cent  of  their  gross  income  from  their  own 
or  the  corporation’s  or  partnership’s  agri¬ 
cultural  production,  and  devote  more 
than  50  percent  of  their  time  to  such 
production.  The  term  "substantial  opera¬ 
tions  in  livestock"  means  that  the  cor¬ 
poration  or  partnership  derives  not  less 
than  25  percent  of  its  gross  farm  income 
from  its  own  livestock  operation,  or  de¬ 
votes  not  less  than  25  percent  of  its  time 
to  such  operation,  or  has  not  less  than 
25  percent  of  its  total  capital  investment 
in  such  operation. 

(1)  Bona  fide  fanners  and  ranchers 
must  be  actually  engaged  in  the  livestock 
operations  to  be  financed  by  the  EL  loan. 
If  the  applicant  is  an  individual,  he  must 
manage  such  livestock  operation.  If  the 
applicant  is  a  partnership  or  corporation. 
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it  must  be  managed  by  one  or  more  of 
the  partners  or  stockholders.  An  appli¬ 
cant  who  does  not  devote  full  time  to  the 
livestock  operation  may  be  considered  the 
manager  provided  he  <or  the  managing 
partners  or  stockholders)  visits  the  farm 
at  sufficiently  frequent  intervals  to  exer¬ 
cise  control  and  see  that  the  livestock 
operation  is  being  carried  on  properly. 
Any  livestock  operation  that  involves  a 
full-time  hired  manager  or  management 
service  does  not  qualify  irrespective  of 
the  number  of  visits  made  by  the  part¬ 
ners  or  stockholders.  In  addition,  bona 
fide  farmers  or  ranchers  do  not  include 
those  commencing  livestock  operations 
or  reentering  such  operations  after 
July  25.  1974,  or  those  engaged  in  farm¬ 
ing  ranching,  or  livestock  operations  as 
a  hobby  or  for  tax  shelter  purposes;  or 
those  chiefly  engaged  in  other  business 
or  employment. 

(2)  An  applicant  conducting  livestock 
operations  as  an  individual  in  different 
counties  or  locations  may  be  considered 
for  more  than  one  EL  guarantee  when 
more  than  one  lender  is  involved,  if  each 
lender  is  financing  a  separate  enterprise, 
provided  (a)  identifiable  separate  secu¬ 
rity  is  given  to  each  lender  and  (b)  the 
combined  total  principal  balance  out¬ 
standing  at  any  one  time  on  guaranteed 
loans  for  all  lenders  Involved  does  not 
exceed  $350,000. 

<3)  Individual  members  of  a  partner¬ 
ship,  or  individuals  doing  business  jointly 
or  as  partners,  will  not  receive  individual 
loans  to  finance  their  interest  in  the  joint 
or  partnership  livestock  operation.  The 
partnership  or  joint  operation  will  be 
considered  for  one  loan  to  cover  the  live¬ 
stock  operation  being  conducted  jointly 
or  as  a  partnership. 

<4)  An  estate  or  trust:  a  corporation 
owned  primarily  by  an  estate,  trust,  other 
corporations,  or  other  partnerships;  a 
partnership  composed  primarily  of  an 
estate,  trust,  corporation  or  other  part¬ 
nership:  or  an  applicant  operating  under 
an  order  of  a  bankruptcy  court,  is  not 
considered  to  be  a  bona  fide  farmer  or 
rancher  for  EL  loan  purposes. 

<c )  Legal  capacity.  Possess  legal  capac¬ 
ity  to  contract  for  the  loan. 

<d)  Ability  and  experience.  Possess  the 
ability,  industry,  and  experience  neces¬ 
sary  to  carry  out  the  proposed  livestock 
operations  to  assure  a  reasonable  pros¬ 
pect  of  success  with  the  assistance  of  the 
loan,  and  honestly  endeavor  to  carry  out 
the  undertakings  and  obligations  re¬ 
quired  of  the  applicant  in  connection 
with  the  loan. 

<e)  Credit  elsewhere.  Certify  that  he 
is  unable  to  obtain  financing  without  the 
guarantee.  Furthermore,  no  loan  shall 
be  guaranteed  unless  the  lender  certifies 
that  the  lender  is  unwilling  to  provide  the 
needed  credit  to  the  applicant  without 
the  guarantee. 

(f)  Change  in  the  form  of  an  appli¬ 
cant.  Have  conducted  its  livestock  opera¬ 
tions  before  July  25,  1974.  A  change  in 
the  form  of  an  applicant  from  an  indi¬ 
vidual,  partnership,  or  corporation  in 
existence  before  July  25,  1974,  to  another 
form  of  legal  entity  will  not  disqualify 


the  new  entity  if  it  is  conducting  basi¬ 
cally  the  same  operation  as  was  con¬ 
ducted  before  July  25,  1974,  and  is  pri¬ 
marily  owned  by  substantially  the  same 
people  that  owned  the  operation  before 
July  25,  1974.  If  the  change  in  the  legal 
entity  has  been  accompanied  by  a  sub¬ 
stantial  change  in  the  type(s)  of  live¬ 
stock,  it  will  not  be  financed. 

(1)  When  an  individual  that  was  en¬ 
gaged  in  a  livestock  operation  before  July 
25,  1974,  later  forms  a  partnership  or 
corporation  which  continues  to  carry  on 
basically  the  same  livestock  operation, 
the  operation’s  application  may  still  re¬ 
ceive  consideration  provided  such  indi¬ 
vidual  owns  at  least  50  percent  of  the 
new  partnership  assets  or  corporation’s 
voting  stock  and  continues  to  manage  or 
control  the  livestock  operation. 

<2)  When  a  partnership  that  was  en¬ 
gaged  in  a  livestock  operation  before  July 
25,  1974,  later  dissolves  but  basically  the 
same  livestock  operation  is  continued  an 
application  from  the  new  legal  entity 
may  receive  consideration  provided: 

<i>  The  assets  of  the  prior  partnership 
are  now  owned  by  an  individual  appli¬ 
cant  who  as  a  partner  in  the  prior  part¬ 
nership  had  owned  at  least  50  percent  of 
the  partnership  assets;  or 

<  ii )  The  assets  of  the  prior  partnership 
are  now  owned  by  a  new  partnership  ap¬ 
plicant  and  the  partners  who  had  owned 
at  least  50  percent  of  the  assets  of  the 
prior  partnership  are  now  partners  owing 
at  least  50  percent  of  the  assets  of  the 
new  partnership  applicant;  or 

(iii)  The  assets  of  the  prior  partner¬ 
ship  are  now  owned  by  a  new  corporation 
applicant,  and  the  partners  of  the  prior 
partnership  who  had  owned  at  least  50 
percent  of  those  assets  now  own  at  least 
50  percent  of  the  voting  stock  of  the  new 
corporation  applicant. 

<iv>  One  or  more  of  the  partners  who 
managed  the  livestock  operation  for  the 
prior  partnership  must  now  manage  the 
operation  for  the  applicant. 

<3)  When  a  corporation  that  was  en¬ 
gaged  in  a  livestock  operation  before 
July  25,  1974,  dissolves  but  basically  the 
same  livestock  operation  is  continued,  the 
application  from  the  new  legal  entity 
may  receive  consideration  provided: 

<i)  The  assets  of  the  dissolved  corpo¬ 
ration  are  now  owned  by  an  individual 
w’ho  had  owned  at  least  50  percent  of  the 
voting  stock  of  the  former  corporation; 

Ui)  The  assets  of  the  former  corpora¬ 
tion  are  now  owned  by  a  new  partnership 
applicant  and  the  stockholders  who  had 
owned  at  least  50  percent  of  that  corpo¬ 
ration  are  now  partners  owning  at  least 
50  percent  of  the  assets  of  the  new  part¬ 
nership  applicant; 

(iii)  The  assets  of  the  former  corpo¬ 
ration  are  now  owned  by  a  new  corpora¬ 
tion  applicant  and  the  stockholders  who 
had  owned  at  least  50  percent  of  the 
voting  stock  of  the  former  corporation 
are  now  stockholders  owning  at  least  50 
percent  of  the  voting  stock  of  the  new 
corporation  applicant. 

(iv)  One  or  more  of  the  stockholders 
who  managed  the  livestock  operation  for 
the  prior  corporation  must  now  manage 
the  operation  for  the  new-  applicant. 


§  1980.221  Loan  purpose*. 

EL  loans  may  be  guaranteed  for  pur¬ 
poses  which  are  essential  to  carrying  on 
livestock  operations  related  to  breeding, 
raising,  fattening,  or  marketing  livestock. 
These  purposes  are: 

(a)  Purchase  of  livestock  for  replace¬ 
ment  or  restocking  purposes,  but  not  to 
permit  expansion  of  livestock  operations 
beyond  a  level  (represented  by  numbers 
of  livestock)  equal  to  the  highest  level 
reached  during  the  eighteen  months  im¬ 
mediately  preceding  July  25,  1974.  When 
operations  have  been  expanded  beyond 
that  level,  the  cost  of  financing  the  total 
operation  will  be  determined  and  a  per¬ 
centage  of  this  amount  equal  to  the  cur¬ 
rent  number  of  livestock  in  the  appli¬ 
cant’s  operation  divided  into  the  highest 
18  month  livestock  number  level  will  be 
used  in  arriving  at  the  amount  of  EL 
loan. 

(b>  Purchase  or  production  of  live¬ 
stock  feed. 

(c)  Payment  of  customary  and  equi¬ 
table  charges  for  glazing  permits  and  for 
the  use  of  farm  or  ranch  buildings,  pas¬ 
ture  land,  and  land  lor  the  production  of 
feed  crops. 

(d)  Hire,  repair,  or  replace  fixtures, 
farm  machinery,  and  equipment  neces¬ 
sary  for  livestock  production  and  mar¬ 
keting. 

<e>  Transportation  of  livestock,  nor¬ 
mally  incurred  in  the  livestock  operation. 

<f)  Building  or  repair  of  fences  and 
holding  pens. 

(g)  Refinancing  of  secured  and  unse¬ 
cured  debts  incurred  for  the  livestock 
operation,  when: 

(1)  Such  refinancing  is  essential  for 
the  applicant  to  remain  in  business. 

(2)  The  lending  agency  would  not  re¬ 
finance  the  loan  in  the  absence  of  a 
guarantee,  and 

(3)  The  lending  agency  is  not  cur¬ 
rently  refinancing  similar  loans  to  others 
without  such  a  guarantee. 

(h)  Payment  of  real  estate  or  per¬ 
sonal  property  taxes  and  water  or  drain¬ 
age  taxes  or  assessments  that  must  be 
paid  to  permit  continuation  of  the  live¬ 
stock  operation. 

<i>  Payment  of  premiums  on  insur¬ 
ance  necessary  to  obtain  or  secure  the 
loan. 

(j)  Repair  or  essential  improvement 
of  livestock  water  supplies,  and  provid¬ 
ing  any  pollution  abatement  facilities 
which  are  necessary  to  comply  with  re¬ 
quirements  of  5  1980.40  of  Subpart  A. 

<k>  Repair  of  existing  irrigation  sys¬ 
tems  necessary  for  livestock  production. 

(1)  Payment  of  veterinary  fees  and 
charges  for  livestock  medicines. 

<m)  Cost  of  hired  labor  used  in  live¬ 
stock  production. 

(n)  Cost  of  construction  or  repair  and 
normal  maintenance  of  farm  and  ranch 
buildings  essential  to  continuance  of  the 
authorized  level  of  operation  including 
silos  and  other  feed  storage  facilities 
necessary  for  livestock  production. 

(o>  Purchase  of  fuel,  seed,  fertilizer, 
insecticides,  farm  supplies,  and  payment 
of  other  operating  expenses  that  are  es¬ 
sential  to  continuation  of  the  livestock 
operations. 
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(p)  Purchase  any  stock  in  a  coopera¬ 
tive  lending  agency  that  is  necessary  to 
obtain  the  loan. 

•<q)  Payment  of  a  loan  fee  and  costs 
incident  to  consummation  of  the  loan  as 
authorized  in  5  1980.228. 

(r)  Payment  of  essential  family  liv¬ 
ing  expenses.  . 

<s)  Payment  of  not  more  than  1  year’s 
installment^)  (principal  and  interest' 
on  debts  secured  by  liens  on  chattels  or 
real  estate  related  to  the  livestock  opera¬ 
tion  when  a  deferment  on  such  obliga¬ 
tions  cannot  be  obtained. 

§  1080.222  I’roliiliiK-d  loan  purpo-o. 

No  EL  loan  may  be  guaranteed  whifh 
will: 

(a)  Establish  or  reestablish  an  appli¬ 
cant  in  livestock  operations  or  to  per¬ 
mit  an  expansion  of  such  operations  be¬ 
yond  the  level  set  forth  in  §  1980.221<a>. 

(b)  Be  used  to  finance  livestock  or 
poultry  feeding  operations  when  the  ap¬ 
plicant  does  not  maintain  ownership  of 
the  feeders  through  the  normal  feeding 
period  or  is  only  performing  a  service  for 
others. 

<c>  Be  used  to  finance  or  refinance  any 
thing  not  essential  to  the  continuation 
of  livestock  enterprise. 

(d)  Be  used  by  a  landlord  to  furnish 
credit,  equipment,  or  supplies  to  his  ten¬ 
ant  operators,  whether  share,  cash,  or 
standing  rent  is  paid  by  the  tenant. 

(e)  Enable  an  applicant  to  make  ma¬ 
jor  changes  or  adjustments  in  his  live¬ 
stock  operation. 

(f)  Be  used  to  pay  Federal  or  State 
income  taxes  or  to  pay  Social  Security 
taxes  payable  by  the  borrower  in  his  own 
behalf. 

(g>  Be  used  to  pay  for  labor,  per¬ 
formed  by  the  borrower  or  members  of 
his  immediate  family. 

-  (h)  Be  used  to  purchase  passenger 

automobiles  or 'any  other  vehicles,  ma¬ 
chinery.  or  equipment  that  is  not  essen¬ 
tial  to  the  livestock  operation. 

(i)  Be  used  to  purchase  machinery  or 
equipment,  or  for  supplies  or  labor, 
which  will  be  used  in  the  handling,  proc¬ 
essing.  or  marketing  of  livestock  prod¬ 
ucts  such  as  milk.  eggs,  wool,  and  mo¬ 
hair.  However,  this  does  not  prohibit  re¬ 
financing  debts  which  have  already  been 
created  for  these  purposes  when  they 
are  part  of  an  ‘'overall”  livestock  opera¬ 
tion  indebtedness  being  refinanced  with 
an  EL  loan  under  the  conditions  set  forth 
in  S  1980.221(g). 

§  1980.223  Limitation*  and  upcrial  pro¬ 
vision*. 

(a)  Total  loans  to  applicants.  The  to¬ 
tal  principal  balance  outstanding  at  any 
one  time  on  an  EL  loaotfTs)  made  to  as¬ 
sist  a  livestock  operation  shall  not  ex¬ 
ceed  $350,000.  If  an  individual  owns  or 
controls  20  percent  or  more  of  a  corpo¬ 
ration  or  partnership  and  they  are  en¬ 
gaged  in  the  same  or  different  livestock 
operations,  or  if  an  individual  owns  or 
controls  less  than  20  percent  of  a  corpo¬ 
ration  or  partnership  and  they  are  en¬ 
gaged  in  the  same  livestock  operations, 
the  individual  and  the  corporation  or 
partnership  will  be  considered  as  one  en¬ 


tity  for  application  of  the  $350,000  ceil¬ 
ing.  If  an  individual  owns  or  controls 
less  than  20  percent  of  a  corporation  or 
partnership  and  the  individual  and  cor¬ 
poration  or  partnership  are  engaged  in 
separate  livestock  operations,  the  indi¬ 
vidual  and  the  corporation  or  partner¬ 
ship  will  be  considered  as  separate  en¬ 
tities  for  application  of  the  $350,000 
cqiling. 

(b>  County  Committee  certification.  A 
County  Committee  certification  is  re¬ 
quired  for  an  eligibility  certification  and 
approval  of  an  EL  loan  for  a  fixed 
amount  or  a  line  of  credit  ceiling.  See 
Section  1980.248. 

§  1980.221  l4»an  ami  term*. 

(a*  Interest  rate  to  borrower.  The  in¬ 
terest  rate  to  be  paid  by  the  borrower  to 
the  lender  will  be  any  legal  rate  agreed 
upon  between  the  lender  and  the  bor¬ 
rower.  It  may  be  a  variable  or  fixed  rate. 

(b>  Variable  interest  rate. 

( 1  *  A  variable  interest  rate  must  be  a 
rate  that  is  tied  to  a  base  rate  published 
periodically  in  a  financial  publication 
specifically  agreed  upon  by  the  lender 
and  borrower.  It  must  rise  and  fall  with 
the  selected  base  rate  and  changes  can 
be  made  no  more  often  than  quarterly. 
There  will  no  floor  or  ceiling  on  \ariable 
interest  rates. 

(2)  Any  change  in  the  interest  rate 
between  the  date  of  issuance  of  the  Form 
FmHA  449-14  or  Form  FmHA  449-15  and 
before  the  issuance  of  the  Loan  Note 
Guarantee  or  Contract  of  Guarantee 
must  be  approved  by  the  State  Director. 
Approval  of  such  change  will  be  shown 
on  an  amendment  to  Form  FmHA  449- 
14,  or  Form  FmHA  449-15. 

(3)  It  is  permissible  to  have  one  in¬ 
terest  rate  on  the  guaranteed  portion  of 
the  loan  nad  another  interest  rate  on 
the  unguaranteed  portion  of  the  loan, 
provided  the  lender  and  borrower  agree 
and: 

(i)  The  rate  on  the  unguaranteed 
portion  does  not  exceed  that  currently 
being  charged  on  loans  of  similar  size 
and  purpose  for  borrowers  under  similar 
circumstances. 

(ii)  The  rate  on  the  guaranteed  por¬ 
tion  of  the  loan  will  not  exceed  the  rate 
on  the  unguaranteed  portion.  Fixed  and 
variable  interest  rates  cannot  be  used  on 
the  same  loan. 

(4)  When  multi-rates  are  used  the 
lender  will  provide  FmHA  with  the  over¬ 
all  effective  interest  rate  for  the  entire 
loan. 

(c)  Loan  terms  for  Loan  Note  Guar¬ 
antee,  and  Contract  of  Guarantee.  Each 
loan  will  be  scheduled  for  repayment 
over  a  period  not  to  exceed  7  years  from 
the  date  of  the  guarantee  or  such  shorter 
period  as  may  be  necessary  to  assure 
that  the  loan  will  be  adequately  secured. 
The  borrower’s  needs,  repayment  ability 
and  type  of  security  he  has  to  offer  will 
be  taken  into  consideration  when  sched¬ 
uling  loans  for  repayment.  Generally, 
amounts  advanced  for  annual  recurring 
operating  expenses  should  be  scheduled 
for  repayment  from  that  year’s  income. 
Use  of  a  note  with  a  "payment  on  de¬ 
mand”  feature  is  not  permissible. 


«d>  Repayment  schedules.  In  order  for 
notes  to  be  acceptable  to  holders  in  Loan 
Note  Guarantee  cases,  the  principal  and 
interest  repayment  schedules  will  have 
to  be  clearly  shown  in  the  note(s). 

(e>  Advances  under  a  Contract  of 
Guarantee — line  of  credit.  Prior  to  Sep¬ 
tember  30.  1978.  a  lender  may  pay  off  an 
outstanding  guaranteed  advance  before 
the  end  of  its  term  with  funds  from  a 
new  guaranteed  advance,  provided  the 
hue  of  credit  ceiling  is  not  exceeded. 
However,  no  advance  may  be  made  for  a 
term  which  exceeds  the  period  remain¬ 
ing  in  the  original  line  of  credit  term. 
The  original  line  of  credit  term  may  be 
up  to  seven  years,  but  it  is  limited  to  the 
term  established  in  the  "Line  of  Credit 
Agreement.”.  After  September  30.  1978, 
no  new  advances  may  be  made,  but  ad¬ 
vances  outstanding  at  that  time  may  be 
renewed  with  FmHA  consent  at  the  end 
of  the  original  term  for  a  period  not  ex¬ 
ceeding  three  additional  years  as  set 
forth  in  5  1980.224  <f>  below. 

•  f>  Renewal  authority.  When  a  lender 
determines  that  a  renewal  will  assist  in 
orderly  collection  of  an  EL  loan  which 
has  reached  the  final  maturity  date,  it 
may  renew  notes  covering  such  loan  one 
time  only  and  not  for  more  than  3  addi¬ 
tional  years,  provided  the  lender  and 
Fin  HA  agree  That:  <  1)  The  borrower 
meets  the  eligibility  and  security  require¬ 
ments  for  an  initial  loan  as  contained  in 
SS  1980.220  and  1980.225,  and  (2>  the  re¬ 
newal  will  not  be  used  in  lieu  of  liquida¬ 
tion.  Such  renewal  may  not  exceed  3 
years  from  the  date  of  the  renewal.  Re¬ 
newal  will  be  accomplished  by  obtaining 
a  replacement  note  setting  forth  the  new 
repayment  schedule.  Any  renewal  must 
be  approved  in  writing  by  FmHA  and 
when  a  Loan  Note  Guarantee  is  renewed, 
by  any  holder  (s) . 

§  1980.225  Collateral  requirement*. 

<a>  Collateral.  (1)  The  lender  is 
responsible  for  seeing  that  proper  and 
adequate  collateral  is  obtained  and 
maintained  in  existence  and  of  record 
to  protect  the  interest  of  the  lender,  the 
holder,  and  FmHA. 

<  2  >  Collateral  must  be  of  such  a  nature 
that  repayment  of  the  loan  is  reasonably 
assured  considering  the  integrity  and 
ability  of  the  applicant's  management, 
soundness  of  the  operation,  and  the  ap¬ 
plicant's  prospective  earnings.  Collateral 
mav  include,  but  is  not  limited  to,  the 
following:  land,  buildings,  machinery, 
equipment,  furniture,  fixtures,  inventory, 
accounts  receivable,  cash  or  special  cash 
collateral  accounts,  personal  and  corpo¬ 
rate  guarantees,  marketable  securities, 
and  cash  surrender  value  of  life  insur- 
aiice^.  Collateral  may  also  include  assign¬ 
ments  of  leases  or  leasehold  interest, 
revenues,  patents,  and  copyrights. 

1 3 »  All  collateral  must  secure  the  en¬ 
tire  loan.  The  lender  may  not  take  sepa¬ 
rate  collateral  to  secure  only  that  portion 
of  the  loan  or  loss  not  covered  by  the 
guarantee.  The  lender  may  not  require 
compensating  balances  or  certificates  of 
deposit  as  a  means  of  eliminating  the 
lender’s  exposure  on  the  unguaranteed 
portion  of  the  loan.  However,  compen- 
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sating  balances  or  certificates  of  deposit 
as  used  in  the  ordinary  course  of  busi¬ 
ness  may  be  used. 

(b)  Personal  and  corporate  guaran¬ 
tees .  (1)  Personal  guarantees  from  prin¬ 
cipal  stockholders  in  a  corporation  and 
all  partners  of  partnerships  usually  will 
be  required.  Guarantees  of  parent,  sub¬ 
sidiaries,  or  affiliated  companies  may  also 
be  required.  Guarantees  will  be  required 
in  sufficient  amounts  depending  on  the 
credit  factors  in  each  loan  to  reasonably 
assure  repayment  of  the  loan  and  provide 
adequate  security. 

(2)  The  requirements  for  personal 
guarantees  or  corporate  guarantees  may 
be  waived  by  FmHA  if  the  proposed  guar¬ 
antors  cannot  provide  such  guarantee 
due  to  other  existing  contractual  obliga¬ 
tions  or  legal  restrictions.  For  those  ap¬ 
plicants  providing  documented  evidence 
of  successful  operations  for  the  past 
three  years,  guarantees  will  be  obtained 
as  determined  by  FmHA. 

(3)  If  a  review  of  all  credit  factors  in¬ 
dicates  the  need  for  additional  security, 
FmHA  may  require  additional  personal 
and  corporate  guarantees.  FmHA  also 
may  require  that  such  guarantees  be 
secured.  Any  collateral  referred  to  in 
paragraph  (a)  (2)  of  this  section  may  be 
used  to  secure  the  guarantees. 

(4)  Guarantors  of  applicants  will: 

(i)  In  the  case  of  personal  guarantees, 
provide  current  financial  statements 
(not  over  60  days  old  at  time  of  filing) , 
signed  by  the  guarantors  and  disclosing 
community  or  homestead  property. 

(ii)  In  the  case  of  corporate  guaran¬ 
tees,  provide  current  financial  state¬ 
ments  (not  over  90  days  old  at  time  of 
filing) ,  certified  by  an  officer  of  the  cor¬ 
poration. 

(iii)  Provide  written  evidence  through 
the  lender  to  FmHA  of  their  inability  to 
provide  a  guarantee  because  of  existing 
contractual  arrangements  or  legal  re¬ 
strictions. 

(c)  Security.  (1)  The  security  property 
must  be  adequate  in  the  opinion  of  the 
lender  and  FmHA  to  assure  repayment 
of  each  loan.  If  the  present  market  value 
of  the  security  is  not  in  an  amount  at 
least  equal  to  the  amount  of  the  loan 
and  the  lender  and  FmHA  agree,  the 
applicant’s  repayment  ability  may  be 
considered  as  security,  provided: 

(1)  Such  security  property  has  depre¬ 
ciated  in  value  due  to  temporary  eco¬ 
nomic  conditions; 

(ii)  The  applicant’s  first  full  year's 
operating  plans  indicate  ability  to  pay 
the  loan  in  full  in  a  period  not  exceed¬ 
ing  7  years,  and; 

(iii)  The  applicant  will  give  a  lien  on 
all  available  security  property. 

(2)  Any  extension  of  credit  by  the 
lender  on  or  after  October  1,  1978,  will 
be  outside  the  guarantee  and,  if  it  is  to 
be  secured,  the  lien  position  must  be 
junior  to  any  liens  taken  for  the  guaran¬ 
teed  EL  advances  or  by  a  lien  on  other 
collateral. 

(3)  Separate  loans.  When  the 
lender  is  involved  in  an  EL  guaranteed 
loan  and  a  separate  loan  and  there  will 
be  like  security  for  each,  the  EL  guaran¬ 


teed  loan  must  be  adequately  secured  by 

(1)  a  lien  on  separate  security  property 
that  is  clearly  identifiable,  or  (2)  a  lien 
of  a  higher  priority  if  the  same  property 
is  used  to  secure  both  loans.  In  the  latter 
case  when  the  same  security  secures 
both  loans  the  lender  must  agree  in 
writing  that  the  scheduled  installments 
on  the  EL  guaranteed  loan  will  be  paid 
first. 

(4)  Escrow  accounts.  The  use  of 
escrow  accounts  by  lenders  to  maintain 
ongoing  livestock  operations  after  the 
September  30,  1978,  cutoff  may  continue 
provided  any  funds  placed  in  such  an 
account  are  assigned  as  collateral  for 
the  guaranteed  loan  made  by  the  lender 
and  provided  further  that  the  security 
and  lien  position  of  such  loan  is  main¬ 
tained. 

(d)  Other  requirements.  (1)  The  lend¬ 
er  must  ascertain  that  there  are  no 
claims  or  liens  of  laborers,  materialmen, 
contractors,  subcontractors,  suppliers  of 
machinery  and  equipment  or  other  par¬ 
ties  against  the  collateral  of  the  borrow¬ 
er,  and  that  no  suits  are  pending  or 
threatened  that  would  adversely  affect 
the  collateral  of  the  borrower  when  the 
security  instruments  aie  filed. 

(2)  Hazard  insurance  with  a  standard 
mortgage  clause  naming  the  lender  as 
beneficiary  will  be  required  on  every  loan 
in  an  amount  that  is  at  least  the  lesser 
of  the  depreciated  replacement  value  of 
the  property  being  insured  or  the  amount 
of  the  loan.  Hazard  insurance  includes 
fire,  windstorm,  lightning,  hail,  business 
interruption,  explosion,  riot,  civil  com¬ 
motion,  aircraft,  vehicle,  marine,  smoke, 
builder’s  risk,  public  liability,  property 
damage,  flood  or  mudslide,  or  any  other 
hazard  insurance  that  may  be  required 
to  protect  the  collateral. 

(3)  Ordinarily,  life  insurance,  which 
may  be  decreasing  term  insurance,  is 
required  for  the  principals  and  key  em¬ 
ployees  of  the  borrower  and  will  be  as¬ 
signed  or  pledged  to  the  lender.  A  sched¬ 
ule  of  life  insurance  available  for  the 
benefit  of  the  loan  will  be  included  as 
part  of  the  application. 

(4)  Workmen’s  compensation  insur¬ 
ance  is  required  in  accordance  with  State 
law. 

Administrative:  The  County  Supervisor 
will  review  and  determine  whether  the  Lend¬ 
er  has  required  the  necessary  security  to  be 
taken.  If  necessary,  he  will  seek  the  advice 
and  assistance  of  the  District  Director. 

§  1980.226  Promissory  notes,  security- 
instruments,  and  finanring  state¬ 
ments. 

(a)  Promissory  notes,  mortgages,  and 
security  agreements.  The  lender  may  use 
its  forms  or  promissory  notes,  real  estate 
mortgages  ( including  deeds  of  trust  and 
similar  instruments) ,  and  security  agree¬ 
ments  (including  chattel  mortgages  in 
Louisiana  and  Puerto  Rico),  provided 
such  forms  do  not  contain  any  provisions 
that  are  in  conflict  or  are  inconsistent 
with  the  provisions  of  this  regulation  or 
Subpart  A. 

(b)  Financing  statements.  Commercial 
financing  statement  forms  that  comply 
with  State  laws  and  regulations  may  be 


used.  They  must  be  adapted  to  meet 
FmHA  requirements  by  inserting  provi¬ 
sions: 

(1)  Covering  the  “proceeds  and  prod¬ 
ucts”  of  the  collateral  described,  and 

(2)  That  “disposition  of  the  collateral 
is  not  authorized  hereby.” 

§  1980.227  Relationship  with  other 
FmHA  insured  or  guaranteed  loans. 

If  an  applicant  for  FmHA  assistance 
will  qualify  for  another  type  or  types  of 
FmHA  insured  or  guaranteed  loans  and 
an  EL  guarantee  for  the  same  pur¬ 
pose,  it  will  be  the  policy  to  process 
aij  EL  guarantee  for  that  purpose  if  the 
repayment  and  security  requirements  for 
the  EL  guarantee  will  not  preclude 
furnishing  the  credit  necessary  to  enable 
the  applicant  to  carry  on  sound  farm¬ 
ing  or  ranching  operations.  However,  if 
the  applicant  qualifies  for  an  Emer¬ 
gency  (EM)  loan  in  a  designated  disaster 
area,  he  should  be  first  considered  for 
an  EM  loan.  An  EL  guarantee  may  be 
processed  to  continue  his  livestock  oper¬ 
ation  (s)  even  though  the  applicant  re¬ 
ceive  an  EM  loan. 

§  1980.228  Charges  and  fees  by  lender. 

For  both  Loan  Note  Guarantee  and 
Contract  of  Guarantee  cases,  see  §  1980.- 
22  of  Subpart  A  for  these  requirements. 

§  1980.229—1980.245  [Reserved] 

§  1980.246  Receiving  and  processing 
applications. 

Applicant  and/or  lenders  may  file 
either  a  preliminary  application  or  com¬ 
plete  application.  A  preliminary  appli¬ 
cation  may  be  used  when  applicant  or 
lender  wants  a  determination  from 
FmHA  on  eligibility,  feasibility  or  avail¬ 
ability  of  guaranteed  authority  before 
proceeding  with  a  completed  application. 
The  County  Supervisor  will  cooperate 
with  the  lender  and  applicant  and  pro¬ 
vide  apDropriate  assistance  in  connec¬ 
tion  with  loan  application  processes.  The 
degree  of  this  assistance  will  be  guided 
by  the  lenders  experience  with  FmHA 
gauranteed  loan  processing,  the  lender’s 
farm  lending  experience,  and  the  com¬ 
plexity  of  the  proposal.  The  lender  and 
applicant  should  contact  the  local  FmHA 
office  serving  the  area  where  the  live¬ 
stock  operation  is  conducted  for  guid¬ 
ance  and  assistance  in  preparing  the  re¬ 
quest  and  for  obtaining  the  guarantee. 
The  County  Supervisor  will  provide 
copies  of  all  applicable  FmHA  forms  and 
regulations.  See  “Appendix  A”  for  list 
of  these  FmHA  forms. 

(а)  Preliminary  application.  This  will 
consist  of: 

(1)  Form  FmHA  449-6,  “Application 
for  Guaranteed  Loan  (Farmer  Pro¬ 
grams)  .” 

(2)  Verification  of  off-farm  employ¬ 
ment,  if  any. 

(3)  Credit  report. 

(4)  Form  FmHA  440-32.  “Request  for 
Statement  of  Debts  and  Collaterals.” 

(5)  Form  FmHA  449-26,  “Certificates 
of  Lender  and  Loan  Applicant.” 

(б)  Form  FmHA  449-25,  “Request  for 
Guarantee  (Emergency  Livestock 
Loan)”. 
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(7)  A  record  of  livestock  production 
for  each  calender  year  beginning  with 
1973  through  the  most  recent  completed 
calender  year. 

(8)  Proposed  “Line  of  Credit  Agree¬ 
ment”  for  Contract  of  Guarantee  cases. 
See  §  1980.246  (c)  (4). 

(b)  Preliminary  determination  by 
FmHA.  If  the  preliminary  application 
indicates  the  proposal  will  not  meet 
FmHA’s  minimum  credit  standards  for 
a  sound  loan,  or  the  applicant  appears  to 
be  inelegible,  or  funds  or  guarantee  au¬ 
thority  are  not  available  the  County 
Supervisor  will  so  inform  the  lender  us¬ 
ing  Form  FmHA  449-13,  “Denial  Letter." 
The  lender  will  notify  the  applicant  in 
writing  of  all  the  reasons  for  the  de¬ 
cision  indicated.  If  it  appears  that  the 
proposal  is  economically  feasible,  the 
applicant  is  eligible,  and  loan  guarantee 
authority  is  available,  the  County  Super¬ 
visor  will  inform  the  lender  in  writing 
and  request  the  formal  application  be 
prepared. 

(c)  Completed  application.  This  will 
consist  of : 

(1)  Those  items  listed  in  §  1980.246 

(a). 

(2)  Applicable  items  required  by 

§§  1980.40;  1980.41;  1980.42;  1980.43; 

1980.44  and  1980.45  of  Subpart  A  of  this 
Part. 

(3)  A  copy  of  the  lease  agreement  be¬ 
tween  tenant  applicants  and  their  land¬ 
lords.  When  a  lease  is  not  obtainable  a 
statement  will  be  included  in  the  loan 
docket. 

(4)  Proposed  loan  agreements (  or  line 
of  credit  agreement  when  a  Contract  of 
Guarantee  is  requested)  between  the 
borrower  and  lender.  (See  paragraph 
VHI  of  Form  FmHA  449-35,  “Lender’s 
Agreement”,  in  Loan  Notice  Guarantee 
cases  or  Form  FmHA  449-38,  “Lender’s 
Agreement  (Emergency  Livestock  Loan — 
Contract  of  Guarantee) ",  in  Contract  of 
Guarantee  cases.  Ordinarily,  agreements 
will  include  information  such  as  the 
following: 

(i)  Improved  management  practices 
to  be  implemented,  if  any. 

(ii)  Requirements  for  accounting  and 
recordkeeping  and  periodic  financial  re¬ 
porting. 

(iii)  A  list  of  security  property  for  the 
loan  and  periodic  accounting  of  security 
property  ( at  least  annually) . 

(iv)  Prohibitions  against  assuming 
liabilities  or  obligations  of  others. 

(v)  Restrictions  on  dividened  pay¬ 
ments  if  a  corporate  entity. 

(vi)  Limitations  on  purchase  or  sale 
of  equipment  and/or  fixed  assets. 

(vii)  Limitations  on  compensation  of 
officers  and/or  owners  if  applicant  is  a 
corporation  or  partnership. 

(vlii)  Minimum  working  capital  re¬ 
quirements. 

(ix)  Minimum  debt  to  net  worth  ratio. 

( x )  Restrictions  concerning  consolida  - 
tion,  mergers  or  other  circumstances  of  a 
corporate  entity. 

(xi)  Repayment  schedule  for  the  loan, 
including  for  line  of  credit  agreements, 
the  ceiling  and  duration  of  the  line  of 
credit. 


(xii)  Purposes  for  which  loan  funds 
can  be  used. 

(xiii)  Interest  rate. 

(5)  Appraisal  report,  (i)  Real  estate 
or  chattel  property  that  will  serve  as  col¬ 
lateral  for  loans  will  be  appraised  by  a 
qualified  appraiser  selected  by  the  lender. 
A  real  estate  appraisal  report  will  be 
based  on  at  least  two  comparable  sales. 
Appraisal  reports  may  be  on  forms  ap¬ 
proved  by  the  lender  and/or  Form  FmHA 
422-1,  “Appraisal  Report  (Farm  Tract)” 
and  Form  FmHA  440-21,  “Appraisal  of 
Chattel  Property.”  However,  for  real 
estate  security,  an  acceptable  appraisal 
not  over  3  years  old  may  be  used  in  lieu 
of  a  new  appraisal  providing  the  ap¬ 
praisal  was  completed  by  FmHA  or  an¬ 
other  similarly  qualified  appraiser. 

<ii)  A  current  chattel  appraisal  will  be 
required  when  chattels  are  taken  as 
security. 

(iii)  The  lender  will  be  responsible  for 
determining  that  appraisers  have  the 
necessary  qualifications  and  experience 
to  make  appraisals.  If  the  lender  has  any 
questions  in  this  regard,  it  should  con¬ 
sult  with  FmHA  before  having  an  ap¬ 
praisal  made. 

(6)  Notices  of  compliance  with  the 
Privacy  Act  of  1974.  (i)  If  the  applicant 
is  acting  in  a  personal  capacity  and  not 
as  a  representative  of  a  partnership,  or 
corporation,  and  FmHA  solicits  personal 
information  from  him,  the  individual 
will  be  provided  Form  FmHA  410-9, 
“Privacy  Act  Statement  to  References." 

(ii)  If  FmHA  desires  to  obtain  infor¬ 
mation  concerning  an  individual  from 
any  source,  FmHA  will  provide  such 
source  with  Form  FmHA  410-10,  “Pri¬ 
vacy  Act  Statement  to  References.” 

§  1980.247  FmHA  evaluation  of  appli¬ 
cations. 

When  the  County  Supervisor  receives 
a  completed  application,  he  will  make  the 
proper  independent  investigations,  in¬ 
spections,  and  appraisal  reviews  neces¬ 
sary  to  determine  whether  the  applicant 
is  eligible,  the  proposed  loan  is  for  an  eli¬ 
gible  purpose,  there  is  reasonable  assur¬ 
ance  of  repayment  ability,  and  there  is 
sufficient  collateral  and  equity.  The 
County  Supervisor’s  determinations  will 
be  recorded  on  Form  FmHA  449-23, 
“Guaranteed  Loan  Evaluation.” 

(a)  Indication  of  unacceptability.  If 
the  evaluation  indicates  that  the  guaran¬ 
tee  cannot  be  approved  (for  reasons  that 
would  not  be  affected  by  the  County 
Committee  certification),  the  County 
Suoervisor  will  inform  the  lender  on 
Form  FmHA  449-13  of  the  reasons  and 
will  discuss  with  the  lender  the  items 
necessary  to  overcome  any  objections 
and  will  record  such  discussion  in'  the 
County  Office  file. 

(b)  Indication  of  acceptability.  If  the 
evaluation  indicates  that  the  guarantee 
mav  be  approved,  the  County  Supervisor 
will  present  the  application  to  the 
County  Committee  for  certification  or 
rejection. 

Administrative 

The  County  Suoervisor  wlU:  (1)  Determine 
If  the  material  and  Information  submitted  Is 
complete.  If  he  determines  that  the  lenders 


appraisal  (s)  of  security  property  Is  Inade¬ 
quate  or  questionable,  he  will  mike  a  formal 
appraisal  of  the  required  security  property. 
(2)  Determine  that  the  supporting  items  and 
forms  listed  in  If  1980.40  through  1980.45  of 
Subpart  A  of  this  Part  are  a  part  of  the  appli¬ 
cation  and  the  conditions  of  each  section  are 
being  complied  with  when  applicable.  (3) 
Review  Form  FmHA  449-10,  “Applicant's  En¬ 
vironmental  Impact  Evaluation.”  submitted 
by  the  applicant  and  follow  the  requirements 
of  1901-G. 

§  1980.248  County  Committee  review. 

The  County  Committee  will  review  the 
application  and  determine  whether  the 
applicant  meets  the  FmHA  eligibility 
requirements. 

(a)  Rejection.  If  the  County  Commit¬ 
tee  rejects  the  application,  the  County 
Supervisor  will  inform  the  lender  of  the 
reasons  for  the  rejection  using  Form  Fm¬ 
HA  449-13,  "Denial  Letter.” 

(b)  Certification.  If  the  County  Com¬ 
mittee  finds  the  applicant  eligible,  it  will 
prepare  Form  FmHA  440-2,  “County 
Committee  Certification  or  Recommen¬ 
dation”.  This  form  will  be  retained  in  the 
County  Office  file. 

Administrative  : 

(A)  After  County  Committee  certification 
is  obtained,  the  County  Supervisor  will 

( 1 )  Prepare  Form  FmHA  449-14,  “Condition¬ 
al  Committment  for  Guarantee,”  for  Loan 
Note  Guarantee  cases;  or  Form  FmHA 
449-15,  "Conditional  Committment  for 
Emergency  Livestock  Loan  Guarantee,”  for 
Contract  of  Guarantee  cases.  If  it  Is  within 
his  approval  authority,  he  will  list  any 
special  conditions  of  approval  In  the  space 
provided  on  the  form.  Including  require¬ 
ments  for  security.  Improved  management 
practices,  type  and  frequency  of  financial 
reports  required  but  not  proposed  by  the 
lender.  The  County  Supervisor  Is  authorized 
to  execute  Form  FmHA  449-14  and  Form 
FmHA  449-15.  (2)  Prepare  and  distribute 
Form  FmHA  440-1,  “Request  for  Obligation 
of  Funds,”  In  accordance  wtih  the  Forms 
Manual  Insert  (FMI).  The  Finance  Office 
will  obligate  funds  and  so  notify  the  Coun¬ 
ty  Supervisor  by  forwarding  the  original 
and  one  copy  of  Form  FmHA  440-57, 
"Acknowledgment  of  Obligated  Funds/ 
Check  Request.”  When  the  County  Super¬ 
visor  receives  notice  that  funds  have  been 
obligated,  he  will  notify  the  lender  by  pro¬ 
viding  him  a  copy  of  Form  FmHA  449-14  or 
Form  FmHA  449-15  as  appropriate.  The 
County  Supervisor  will  record  the  actual 
date  of  lender  notification  on  the  remain¬ 
ing  copy  of  Form  FmHA  440-1  and  make 
such  copy  a  permanent  part  of  the  Coun¬ 
ty  Office  loan  file.  (3)  Determine  If  the  oper¬ 
ation  Is  located  In  a  special  flood  or  mud¬ 
slide  hazard  area.  (Refer  to  Subpart 
B  of  Part  1806  of  this  Chapter.  FmHA  In¬ 
struction  426.2.)  (4)  Assure  that  equal  op¬ 
portunity  and  nondiscrimination  require¬ 
ments  are  met.  (Refer  to  |  1980.41  of  Sub¬ 
part  A).  (5)  Contact  the  District  Director 
If  he  n**eds  any  assistance.  (6)  Forward  the 
loan  docket  to  the  appropriate  approval 
official  if  above  his  approval  authority. 

(B)  The  appropriate  approval  official  with¬ 
in  his  authority  whether  County  Supervi¬ 
sor.  District  Director  or  State  Director  will: 
(1)  Set  forth  any  special  conditions  of  ap¬ 
proval,  Including  requirements  for  security, 
lmoroved  management  practices,  type  and 
frequency  of  financial  reports  required  but 
not  proposed  by  the  lender  In  the  space  pro¬ 
vided  In  Form  FmHA  449-14  or  Form  FmHA 
449-15  and  return  the  form  to  the  County 
Supervisor  for  execution  and  proper  dlstri- 
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bution.  (2)  Sign  original  and  one  copy  of 
Form  FmHA  440-1  distributing  copies  In 
accordance  with  the  Forms  Manual  Insert 
being  sure  the  lender  receives  a  signed  copy. 
(3)  Forward  the  loan  docket  to  the  Na¬ 
tional  Office  when  assistance  In  handling 
any  complaints  of  noncompliance  Is  needed. 

§  1980.219  Review  of  requirement*. 

The  lender  and  applicant,  after  re¬ 
viewing  approval  conditions  and  secu¬ 
rity  requirements  as  set  forth  in  Form 
FmHA  449-14  or  Form  FmHA  449-15 
should  complete  and  execute  the  •’Ac¬ 
ceptance  or  Rejection  of  Conditions” 
and  return  a  copy  to  the  County  Super¬ 
visor.  If  the  conditions  cannot  be  met. 
the  lender  and  applicant  may  propose 
alternate  conditions  to  the  County  Su¬ 
pervisor.  These  alternatives  will  be 
considered  by  the  County  Supervisor  and 
the  lender  will  be  advised  of  his  deci¬ 
sion.  If  altered  conditions  are  acceptable. 
Form  FmHA  449-14  or  Form  FmHA 
449-15  will  be  revised. 

§  IVK0.2.10  Condition*  precedent  to  is¬ 
suance  of  the  ;;ua  ran  tee. 

Refer  to  §  1980.60  of  Subpart  A  for 
condition  precedent  to  the  issuance  of 
either  a  Loan  Note  Guarantee  or  a  Con¬ 
tract  of  Guarantee  except: 

(a)  The  provisions  of  5  1980.60<a>  <2  > 
are  not  applicable  to  Loan  Note  Guar¬ 
antee  cases; 

(b)  The  provisions  of  SS  1980.60  <a> 
(2),  and  <d),  are  not  applicable  to  Con¬ 
tract  of  Guarantee  cases,  and 

(c)  To  meet  the  requirements  of 
5  1980.60<c)  in  Contract  of  Guarantee 
cases,  the  lender  will  execute  and  deliver 
to  FmHA  Form  FmHA  449-38. 

Administrative 

The  County  Supervisor  will:  (1)  Nego¬ 
tiate  with  the  lender  and  applicant 
any  changes  made  to  the  Initially  Irsucd  or 
proposed  Form  FmHA  449-14  or  Form  FmHA 
449-15.  Any  change  in  Interest  rate  from  the 
date  of  Issuance  of  Form  FmHA  449  14  or 
Form  FmHA  449-15  must  be  approved  by  the 
State  Director.  A  copy  of  the  completed  form 
and  any  amendments  thereto  will  be  In¬ 
cluded  in  the  loan  hie.  (2)  Jtevlew  the  loan 
agreement  or  line  of  credit  agreement  be¬ 
tween  the  borrower  and  lender.  It  should 
provide  for  the  frequency  of  submission  of 
financial  statements  to  the  County  Super¬ 
visor.  Quarterly  financial  statements  should 
be  required  on  new  loans  needing  close 
monitoring.  However,  an  annual  analysis 
report  will  always  be  required.  (3)  Review 
plans  for  inspection  made  on  any  construc¬ 
tion  projects.  (4)  Review  cost  overruns,  if 
any.  and  how  they  will  be  met.  (5)  Review 
basic  credit  requirements  of  all  loans. 

§  1980.251  Issuance  of  guarantor  in¬ 
struments. 

Events  from  issuance  of  a  conditional 
commitment  through  Issuance  of  the 
guarantee  instruments  may  all  occur  at 
loan  closing  in  their  proper  sequence. 

<a*  Loan  note  guarantee  cases.  Refer 
to  $  1980.61  of  Subpart  A.  except  that 
paragraphs  $  1980.61(b)  <2>  and  g  1980.61 
(f)  as  well  as  the  “guarantee  fee”  in 
paragraph  $  1980.61  f a  >  shall  not  apply. 

<b)  Contract  of  Guarantee  cases.  (1) 
If  FmHA  finds  that  all  requirements 
have  been  met.  FmHA  will  execute  Form 
FmHA  449-38.  The  original  will  be 


delivered  to  FmHA  and  a  signed  dupli¬ 
cate  original  retained  by  the  lender. 
There  will  be  a  Form  FmHA  449-38 
executed  for  all  lines  of  credit  guaran¬ 
teed  by  FmHA.  The  Lender’s  Agreement 
will  fce  executed  not  later  than  the  time 
the  Contract  of  Guarantee  is  signed. 

(2)  Upon  receipt  of  the  form  FmHA 
449-38  and  after  all  requirements  have 
been  met.  FmHA  will  execute  Form 
FmHA  449-27.  An  original  will  be  pro- 
\ided  to  the  lender.  A  conformed  copy 
will  be  retained  by  FmHA. 

<3»  Refusal  to  execute  contract.  If 
FmHA  determines  that  it  cannot  ex¬ 
ecute  the  Contract  of  Guarantee  because 
all  requirements  have  not  been  met,  it 
will  promptly  inform  the  lender  on  Form 
FmHA  449-13,  "Denial  Letter”  of  the 
reasons,  and  give  the  lender  a  reasonable 
period  within  which  to  satisfy  FmHA 
objections.  If  the  lender  writes  FmHA 
within  the  period  allowed  requesting  ad¬ 
ditional  time  to  satisfy  the  objections, 
FmHA  may,  in  writing,  grant  such  addi¬ 
tional  time  as  it  considers  necessary  and 
reasonable  under  the  circumstances.  If 
the  lender  satisfies  the  objections  within 
the  time  allowed,  the  guarantee  will  be 
•  issued. 

•  4 »  Cancellation  of  obligations.  If  the 
conditions  for  the  loan  are  rejected  or 
cannot  be  met  after  completion  of  any 
appeal,  FmHA  will  prepare  and  submit  to 
the  Finance  Office,  Form  FmHA  440-10, 
“Cancellation  of  Loan  or  Grant  Check 
and/or  Obligation.” 

(c)  Authorized  FmHA  representatives 
to  execute  forms:  State  Directors,  Dis¬ 
trict  Directors,  and  Comity  Supervisors 
are  authorized  to  execute  the  Lender's 
Agreement,  Loan  Note  Guarantee,  Con¬ 
tract  of  Guarantee,  and  Assignment 
Guarantee  Agreement. 

Administrative 

I A )  The  original  Form  FmHA  449-35  or 
Form  FmHA  449-38  will  be  kept  In  the 
Ccuuty  Office.  A  copy  may  be  retained  In  the 
State  Office.  (B)  Copies  of  Form  FmHA 
449-34.  and  Form  FmHA  449-27  will  be  kept 
In  the  County  Office.  Additional  copies  may 
be  retained  by  the  State  Office.  Copies  of 
Issued  guarantees  will  be  kept  In  each  bor¬ 
rower's  loan  file.  (C)  For  reporting  purposes 
where  multi-notes  are  Issued,  the  loan  to  the 
borrower  will  be  counted  as  one  loan  regard¬ 
less  of  the  number  of  notes  issued.  (D)  The 
County  Supervisor  completes  Form  FmHA 
449-31,  “Emergency  Livestock  Loan  Analysis." 
executes  the  original  and  conlorms  the  copies. 
Tills  will  be  done  on  the  same  date  the 
guarantee  Instrument  Is  executed.  The  origi¬ 
nal  will  be  sent  to  the  Finance  Office  and  a 
copy  transmitted  to  the  State  Office.  (E)  Time 
limitation.  The  guarantee  processing  actions 
required  for  an  EL  loan  will  be  completed 
within  fifteen  days  If  possible,  but  In  no  case 
more  than  thirty  days  after  FmHA  receives 
a  lender's  formal  written  request  for  an  EL 
guarantee,  unless  unusual  circumstances  are 
Involved.  <F)  State  office  and  finance  office 
actions.  (1)  State  office.  The  State  Director 
will  maintain  a  dally  record  of  all  Forms 
FmHA  449-31  received.  The  record  will  pro¬ 
vide  the  name  of  the  borrower,  his  countv 
code  number,  amount  of  loan  or  line  of  credit 
ceiling,  and  State  subtotals.  (2)  Finance 
once.  Upon  receipt  of  Form  FmHA  449-31. 
the  Fiuance  Office  will  charge  the  loan 
amount  or  line  of  credit  ceiling  (as  appro¬ 
priate  for  the  type  of  guarantee)  against  anv 
allocation  for  the  particular  state.  At  the  end 


of  each  month,  the  Finance  Office  will  report 
to  each  State  Director  a  record  of  those  forms 
received  during  the  month  by  borrower  name, 
case  number,  and  amount  of  loan  so  the 
State  Director  can  reconcile  his  records.  The 
Finance  Office  will  submit  a  State  summary 
report  on  loan  obligations  to  the  National 
Office,  weekly. 

§§  1980.232- 1980.2*9  [Koervcd] 

§  1980.260  Suli-iitulion  of  lender*. 

With  prior  FmHA  written  approval,  a 
new  lender  may  be  substituted  for.  the 
original  lender  in  either  Loan  Note 
Guarantee  eases  or  Contract  of  Guaran¬ 
tee  cases  provided  the  new  lender  agrees 
to  assume  all  servicing  responsibilities 
and  acquires  the  unguaranteed  portion 
of  the  loan.  In  Loan  Note  Guarantee 
cases,  such  substitution  may  be  made 
without  holders  consent  but  not  without 
notice  to  the  holders  by  the  substituted 
lender.  The  new  lender  will  executive 
Form  FmHA  449-35  for  Loan  Note  Guar¬ 
antee  cases  or  Form  FmHA  449-38  for 
Contract  of  Guarantee  cases  contempo¬ 
raneously  with  the  substitution.  After 
FmHA  approval  of  the  new  lender.  Form 
FmHA  471-7,  “Notice  and  Acknowledg¬ 
ment  of  Sale  of  Insured  or  Guaranteed 
Loan”  will  be  completed  by  the  old  lend¬ 
er  and  mailed  to  the  FmHA  Finance 
Office. 

SS  1 980.26 1— 1 980.268  IKrwnrd] 

§  1989.21*9  Extension  of  giiuriintrcs  is¬ 
sued  before  December  20,  1976. 

New  loan  advances  to  be  made  after 
December  31,  1976,  will  not  be  automati¬ 
cally  covered  by  “line  of  credit”  guaran¬ 
tees  issued  before  December  20,  1976 
under  terms  of  the  Emergency  Livestock 
Credit  Act  of  1974,  as  amended  by  Pub.  L. 
94-35.  Any  advance(s)  under  these  guar¬ 
antees  after  December  31,  1976,  requires 
an  extension  of  the  guarantee. 

(a)  When  lenders  desire  to  continue 
making  new  advances  to  borrowers  in¬ 
debted  under  a  guarantee  issued  prior  to 
December  20,  1976,  it  will  not  be  neces¬ 
sary  to  issue  a  new  contract  of  guaran¬ 
tee.  provided  the  lender  will  certify  in 
writing  that: 

<  1  >  The  borrower  meets  eligibility  re¬ 
quirements  including  a  statement  that 
he  (the  lender)  is  unable  to  extend  the 
additional  credit  without  a  guarantee. 

(2)  The  outstanding  balance  is  cur¬ 
rent, 

(3 1  Collateral  for  the  new  advance(s) 
will  be  sufficient  to  meet  EL  security  re¬ 
quirements. 

(4>  The  borrower  has  reasonable  re¬ 
payment  ability  for  the  overall  guaran¬ 
teed  Indebtedness,  and 

<5>  The  advance(s)  will  be  within  the 
terms  of  the  existing  line  of  credit  ceiling 
previously  approved  by  FmHA. 

(b>  For  cases  meeting  the  criteria 
stated  in  }  1980  269(a)  the  County  Su¬ 
pervisor  will  change  the  date  “December 
31.  1976,"  in  the  second  line  of  item  “a” 
of  the  existing  Contract  of  Guarantee  to 
“September  30,  1978,"  and  initial  the 
change.  If  the  County  Supervisor  ques¬ 
tions  the  proposal  and  needs  supporting 
information  in  addition  to  that  previ¬ 
ously  furnished  by  the  lender,  he  will 
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obtain  it  before  initialing  the  change  in 
the  Contract  of  Guarantee. 

(c)  When  a  lender  desires  to  make  ad¬ 
vancers)  above  the  previously  approved 
line  of  credit  ceiling,  or  when  the  ad¬ 
vancers)  will  not  be  within  the  limits 
of  the  “Line  of  Credit  Agreement.”  or 
the  line  of  credit  loan  advances  are  not 
paid  current,  the  above  method  will  not 
be  used.  In  such  cases  it  will  be  nec¬ 
essary  for  the  lender  to  prepare  a  com¬ 
pletely  new  guarantee  request  with  all 
the  supporting  forms  and  information 
required  by  this  Subpart  C  for  a  Con¬ 
tract  of  Guarantee  on  a  new  line  of 
credit.  If  the  loan  approval  official  de¬ 
termines  that  all  the  requirements  for 
a  new  guarantee  are  met,  the  existing 
line  of  credit  will  be  refinanced  by  the 
new  line  of  credit,  and  a  new  Contract 
of  Guarantee  will  be  issued.  To  complete 
the  transaction,  the  lender  must  sur¬ 
render  the  previous  Contract  of  Guaran¬ 
tee  to  the  County  Supervisor  who  will 
mail  it  to  the  Finance  Office  with  a  new 
Form  FmHA  449-31.  The  County  Super¬ 
visor  will  indicate  in  his  transmittal 
letter  to  the  Finance  Office  that  the  pre¬ 
vious  contract  is  being  replaced  and  that 
the  Finance  Office  records  should  be  ad¬ 
justed  to  reflect  only  the  new  line  of 
credit  guarantee. 

§  1980.270  Changeover  of  loan*  covered 
by  80  percent  lo»*  guarantee*  to  line 
of  credit  guarantees  without  sale  to 
holder  (s). 

(a)  When  a  lender  desires  to  change 
from  an  80  percent  loss  guarantee  (one 
issued  by  FmHA  prior  to  July  14,  1975) 
to  a  guarantee  not  exceeding  90  percent 
of  unpaid  principal  and  interest  on  a  line 
of  credit  for  a  borrower  who  qualifies 
for  this  and  other  provisions  of  the  Em¬ 
ergency  Livestock  Credit  Act  of  1974  as 
amended,  the  lender  must  prepare  and 
present  to  FmHA  a  request  for  a  new 
Contract  of  Guarantee.  The  unpaid  bal¬ 
ance  on  the  existing  loan  will  be  refi¬ 
nanced  by  the  new  line  of  credit  loan. 
The  request  must  contain  all  the  FmHA 
forms  required  for  a  new  Contract  of 
Guarantee  on  a  line  of  credit.  If  the  re¬ 
quest  is  approved  by  the  FmHA  County 
Committee  and  loan  approval  official,  a 
new  Contract  of  Guarantee  will  be  issued 
Form  FmHA  449-27.  The  previous  Con¬ 
tract  of  Guarantee  (old  Form  FmHA 
449-27)  must  be  surrendered  by  the 
lender  and  mailed  to  the  Finance  Office 
by  the  Countv  Supervisor  with  a  new 
Form  FmHA  449-31.  The  County  Super¬ 
visor  will  indicate  in  his  transmittal  let¬ 
ter  to  the  Finance  Office  that  the  old 
contract  is  being  replaced  and  that  the 
Finance  Office  records  should  be  ad¬ 
justed  to  reflect  only  the  new  line  of 
credit  contract. 

(b)  The  provisions  of  1980.246 
through  1980.251  will  be  complied  with. 

§  1980.271  Conversion  of  existing  EL 
loans  so  the  guaranteed  portions  ran 
be  sold  as  permitted  by  Subpart  A 
of  Part  1980. 

(a)  Conversion  does  not  constitute  a 
new  guarantee.  Rather,  the  process  is  a 
substitution  of  documents  which  confer 


additional  rights  to  lenders  but  does  not 
change  what  is  being  guaranteed. 

<b>  Existing  EL  loans  covered  by  80 
percent  loss  guarantees  issued  by  FmHA 
before  July  14.  1976  and  existing  ad¬ 
vances  constituting  an  EL  guaranteed 
line  of  credit  may  be  converted  to  Loan 
Note  Guarantee  loans  and  structured 
and  sold  according  to  Subparts  A  and  C 
of  this  Part.  The  percentage  guaranteed 
must  be  the  some  as  the  percentage 
guaranteed  in  the  old  guarantee. 

<c)  Before  the  Loan  Note  Guarantee 
system  can  be  used,  the  Lender  must 
notify  FmHA  of  the  option  it  has  elected 
to  use  for  sale  of  the  guaranteed  por¬ 
tion  (s'.  Where  necessary,  existing  notes 
must  be  constituted  so  that  all  regula¬ 
tions  pertaining  to  the  options  found  in 
Paragraph  III  of  Form  FmHA  449-35 
will  be  complied  with. 

<d>  For  conversion  of  existing  80  per¬ 
cent  guaranteed  EL  loans  of  a  fixed 
amount,  if  a  new  note<s  >  has  to  be  issued 
in  order  to  meet  the  requirements  of 
Subparts  A  and  C  of  this  Part,  the  pro¬ 
visions  of  this  new  note(s)  must  be  iden¬ 
tical  to  the  terms  and  conditions  of  the 
note(s)  being  retired. 

<e)  A  conversion  fee  of  1  percent  of 
the  principal  and  interest  owed  on  the 
loan  at  the  time  of  the  conversion  must 
be  paid  by  the  Lender  to  FmHA  before 
a  Loan  Note  Guarantee  will  be  issued. 

(f)  The  Lender  must  certify  in  writ¬ 
ing  and  FmHA  must  agree  that  the  loan 
is  in  good  standing  and  adequately  se¬ 
cured. 

(g)  The  lender's  request  for  conver¬ 
sion  will  be  transmitted  to  the  County 
Supervisor  with  the  following  items: 

(1)  A  narrative  of  the  proposal. 

<2>  Original  Contract  of  Guarantee. 

<i)  Alternative  procedure.  If  the 
lender  does  not  want  to  deliver  his  orig¬ 
inal  Contract  of  Guarantee  with  his 
request  for  a  conversion  to  a  Loan  Note 
Guarantee.  Ihe  County  Supervisor  will 
accept  a  copy  of  the  Contract  of  Guaran¬ 
tee  and  proceed  as  set  forth  above.  How¬ 
ever.  the  Loan  Note  Guarantee  will  be 
delivered  only  upon  receipt  of  the  Con¬ 
tract  of  Guarantee. 

(3)  Copies  of  note(s)  with  lender’s 
identification  number(s). 

(4)  Certification  that  the  loan  is  cur¬ 
rent  and  in  good  standing. 

<5)  Certification  of  outstanding  prin¬ 
cipal  and  interest  owed  on  the  loan 
account. 

( 6 )  Executed  Lender's  Agreement. 

(7)  Current  market  value  appraisals 
of  loan  collateral. 

Administrative 

(A)  The  County  Supervisor  may  approve 
all  conversions  to  Loan  Note  Guarantee.  (B) 
The  original  loan  must  be  paid  current  at 
the  time  the  Loan  Note  Guarantee  Is  Issued. 
(C)  The  County  Supervisor  will:  (1)  Check 
to  see  that  the  note  or  notes  presented  by 
the  Lender  for  sale  In  the  Loan  Note  Guar¬ 
antee  system  are  stnffctured  to  meet  all  re¬ 
quirements  In  the  regulations.  (1)  If  the 
Lender  has  selected  the  multinote  system, 
the  note  representing  the  unguaranteed  por¬ 
tion  must  not  mature  before  the  other  notes. 
If  the  Lender  Is  converting  a  line  of  credit 
represented  by  separate  notes  for  each  ad¬ 
vance.  these  existing,  partially  amortized 


notes  may  be  used  provided  that:  If  the  notes 
have  different  maturities,  the  note  with  the 
latest  matturlty  date  must  represent  the 
unguaranteed  portion  The  amount  repre¬ 
sented  by  this  note  must  be  exactly  the  un¬ 
guaranteed  portion  of  the  face  amount  of  all 
notes  composing  the  loan  which  Is  to  be 
converted  to  the  Loan  Note  Guarantee  sys¬ 
tem.  If  both  these  requirements  cannot  be 
met.  the  Lender  must  get  the  borrower  to 
execute  new  notes  which  do  not  exceed  the 
limitations  of  the  existing  guaranteed  line 
of  credit.  (11)  If  the  Lender  has  elected  to  sell 
the  guaranteed  portions  through  the  assign¬ 
ment  route,  and  Is  converting  a  line  of  credit, 
only  one  note  may  be  presented  for  attach¬ 
ment  to  a  Loan  Note  Guarantee.  The  face 
amount  of  the  note  must  be  equal  to  the  en¬ 
tire  amount  of  the  loan.  (2)  Review  all  re¬ 
quirements  of  I  1980.27.  (3)  Arrange  to 

Inspect  the  livestock  operation  with  the 
lender  and  the  borrower.  The  Inspection  will 
Include  an  observation  of  the  farming  or 
ranching  facilities,  any  growing  crops,  and 
livestock  and  chattel  security.  (4)  Reach  a 
mutual  understanding  concerning  the  oper¬ 
ating  plans  for  the  farming  and  ranching 
enterprises,  plans  for  loan  reoayment.  and 
the  appraised  value  of  the  loan  collateral. 
(5)  Verify  the  submitted  request  and  If  In 
order  complete  the  Loan  Note  Guarantee, 
and  date  and  sign  the  Instrument.  Before 
the  form  Is  signed  the  following  statement 
will  be  entered  at  the  top  of  the  form:  "This 
Loan  Note  Guarantee  Is  Issued  In  substitu¬ 
tion  of  the  Contract  of  Guarantee  dated 

_ "  The  County  Supervisor  will 

transfer  from  the  outstanding  Contract  of 
Guarantee  all  pertinent  Information  per¬ 
taining  to  the  substitute  Loan  Note  Guar¬ 
antee.  (8)  Execute  the  Lender's  Agreement 
either  before  or  contemporaneously  with 
execution  of  the  Loan  Note  Guarantee.  (7) 
Cancel  the  Contract  of  Guarantee  being  re¬ 
placed.  (8)  Transmit  to  the  lender  the  origi¬ 
nal  of  the  Loan  Note  Guarantee,  and  a  copy 
of  the  executed  Lender's  Agreement,  and 
retain  In  the  County  Office  file  copies  of  the 
Loan  Note  Guarantee  and  attached  cancelled 
forms.  (9)  Notify  the  Finance  Office  of  the 
substitution  and  cancellation  by  letter  en¬ 
closing  the  conversion  fee  collected  from  the 
lender.  The  notification  will  Indicate  the 
date  and  amount  of  the  Loan  Note  Guarantee 
and  that  It  Is  not  to  be  considered  as  a  new 
loan  for  record  keeping  purposes. 

§  1980.272  Refinancing  existing  El. 
loan*  so  that  the  guaranteed  portion 
ran  be  sold  through  the  loan  Note 
Guarantee  system. 

(a)  Lenders  with  existing  EL  loans 
covered  by  80  percent  loss  guarantees  is¬ 
sued  by  FmHA  before  July  14,  1975,  or 
with  existing  guaranteed  EL  lines  of 
credit,  who  desire  to  obtain  a  Loan  Note 
Guarantee  without  payment  of  the  fee 
provided  in  Section  1980  271  may  apply 
for  a  new  Loan  Note  Guarantee  under 
the  regular  procedure  of  Subpart  C  of 
this  Part.  All  provisions  including 
$S  1980.246  through  1980.251  will  be  com¬ 
plied  with.  If  all  of  the  requirements  of 
Subpart  A  and  C  of  this  Part  are  met,  a 
new  Loan  Note  Guarantee  will  be  issued. 
The  unpaid  balance  on  the  existing  loan 
will  be  refinanced  by  the  new  loan  guar¬ 
anteed  bv  the  Loan  Note  Guarantee. 

(b)  The  previous  Contract  of  Guar¬ 
antee  must  be  surrendered  by  the  lender 
and  mailed  to  the  Finance  Office  by  the 
County  Supervisor  with  a  new  Form 
FmHA  449-31.  The  County  SuDervisor 
will  indicate  in  his  transmittal  letter  to 
the  Finance  Office  that  the  old  guarantee 
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is  being  replaced  and  that  the  Finance 
Office  records  should  be  adjusted  to  re¬ 
flect  only  the  new  Loan  Note  Guarantee. 

§§  1980.273—1980.276  [  Kcserved  I 

§  1 980.277  Change  from  livestock  to 
farming  operation  after  guarantee  is 
issued. 

(a.)  When  a  borrower  ceases  to  carry 
on  a  livestock  operation,  but  will  con¬ 
tinue  farming,  he  is  not  eligible  to  re¬ 
ceive  any  more  loan  advances  under  the 
guarantee.  In  such  cases  the  lender  may 
*  continue  with  the  loanfs)  and  reamor¬ 
tize  it  within  the  original  term  provided 
FinHA  and  the  lender  determine  that: 

1 1 »  Tli ere  is  a  reasonable  chance  for 
the  guaranteed  loan  advance (s*  to  be 
paid  in  full. 

(2)  The  remaining  collateral  plus  any 
to  be  obtained  will  be  sufficient  to  meet 
EL  security  requirements. 

<3  *  Proceeds  from  livestock  sales  prop¬ 
erly  have  been  paid  on  the  guaranteed 
loan  advanee(s)  or  release  for  author¬ 
ized  EL  purposes,  and 

(4>  Any  holders  consent  to  the  re- 
amorization  and  that  the  reamortization 
documents  are  attached  to  all  documents 
evidencing  the  guarantee. 

§  1980.278  Transfer  and  assumption  of 
loan'. 

(a)  If  the  borrower  can  no  longer 
continue  with  the  loah.  consideration 
may  be  given  to  transfering  the  loan  to 
an  eligible  transferee  with  the  concur¬ 
rence  of  FniHA.  If  the  transferor  has  any 
equity  in  the  loan  the  transferee  will  pay 
to  the  transferor  this  equity  either  in 
the  form  of  cash,  or  by  obtaining  a  loan 
with  or  without  a  guarantee  or  a  com¬ 
bination  of  cash  and  a  loan.  The  total 
security  will  be  transferred  unless  un¬ 
usual  circumstances  prevail  -in  which 
case  National  Office  approval  will  be  re¬ 
quired.  Assumption  and  transfer  of  se¬ 
curity  property  agreements,  notes,  or  as¬ 
sumption  forms  provided  by  the  lender 
will  be  executed  by  the  transferee.  An 
“eligible  transferee"  is  one  that,  after 
the  assumption,  meets  the  eligibility  re¬ 
quirements  specified  in  51980.220.  No 
applicant  shall  be  deemed  “eligible”  after 
September  30,  1978.  Thd  transferee’s 
application  will  be  processed  by  the 
lender  as  prescribed  in  51980.246  and  the 
following : 

(1)  A  County  Committee  certification 
will  not  be  required. 

(2)  The  priorities  of  the  existing 
lien(s)  securing  the  guarantee  will  not 
be  adversely  affected. 

<3)  Any  cash  down  payment  < other 
than  an  equity  payment)  or  proceeds 
from  the  sale  of  any  security  property 
will  be  credited  on  the  transferor’s 
guaranteed  loan  before  the  transfer  and 
assumption  transaction  is  closed. 

(4)  The  transferor  may  be  released 
from  personal  liability  provided  the  total 
outstanding  indebtedness  is  assumed  and 
providing  the  collateral  being  trans¬ 
ferred  is  at  least  equal  to  the  amount  of 
the  loan  being  assumed. 

(5)  The  existing  guarantee  will  con¬ 
tinue.  The  existing  guarantee  will  con¬ 


tinue  in  effect,  so  a  new  guarantee  in¬ 
strument  will  not  be  issued  However,  as 
soon  as  the  transfer  and  assumption 
have  been  completed,  the  lender  will  so 
indicate  on  the  original  Loan  Note  Guar¬ 
antee  or  Contract  of  Guarantee  by  in¬ 
serting  a  check  in  the  assumption  agree¬ 
ment  box  and  inserting  the  name  of  the 
assuming  party  for  those  purposes  on  the 
Loan  Note  Guarantee  or  Contract  of 
Guarantee. 

<b>  Change  in  loan  terms.  All  changes 
in  loan  terms  must  he  approved  in  writ¬ 
ing  by  the  loan  approval  official,  the 
borrower,  and  lender,  and  all  holders  if 
any,  and  a  copy  of  the  changed  terms 
attached  to  each  portion  (both  guaran¬ 
teed  and  unguaranteed)  of  the  loan. 

ADMINISTRATIVE 

(A)  Loan  approval  officials,  consistent 
with  their  authority  to  approve  guarantees, 
may  consent:  (1)  To  all  transfer  and  as¬ 
sumption  cases.  (2)  To  the  releases  of  the 
transferor  and  guarantor(s)  from  liability 
on  the  loan  and  will  notify  the  lender  and 
the  transferor  and  guarantors  of  the  deci¬ 
sion  in  writing.  (3)  To  any  changes  in  the 
loan  terms  provided  the  holder(s),  If  any 
and  lender  agree.  (B)  The  Loan  Note  Guar¬ 
antee  or  Contract  of  Guarantee  will  be  en¬ 
dorsed  in  the  space  provided  on  the  form. 
(C)  A  copy  of  the  Assumption  Agreement 
will  be  retained  in  the  County  office  file. 
The  County  Supervisor  will  notify  the  Fi¬ 
nance  Office  of  all  approved  Transfer  and 
Assumption  cases  so  that  Finance  Office  rec¬ 
ords  may  be  adjusted  accordingly.  (D)  When 
all  the  security  is  not  transferred  the  State 
Director  will  submit  to  the  National  Office 
the  full  facts  and  justification  for  his  rec¬ 
ommendation  and  the  County  Office  files. 

§  1980.279  Loan  vrvieing. 

The  lender  Is  responsible  for  loan  serv¬ 
icing.  Refer  to  paragraph  X  of  Form 
FmHA  449-35  for  Loan  Note  Guarantee 
cases,  and  to  paragraph  IX  of  Form 
FmHA  449-38  for  Contract  of  Guarantee 
cases. 

Administrative 

(A)  While  the  lender  nas  the  primary  re¬ 
sponsibility  for  loan  servicing  and  protect¬ 
ing  the  collateral,  the  County  Supervisor 
is  responsible  for  seeing  that  required  serv¬ 
icing  is  properly  accomplished.  Loan  serv¬ 
icing  is  a  preventive  rather  than  a  curative 
action.  Prompt  followup  on  delinquent  pay¬ 
ments  and  early  recognition  and  solution 
of  problems  are  keys  to  resolving  many  de¬ 
linquent  loan  cases. 

(B)  The  County  Supervisor  will:  (1)  Make 
timely  investigations  during  acquisition  or 
development  and  at  least  annually  there¬ 
after  to  determine  whether  any  security 
property  that  was  to  be  acquired  or  con¬ 
structed  after  issuance  of  the  Contract  of 
Guarantee  or  Loan  Note  Guarantee  has  been 
acquired  or  constructed,  and  whether  the 
guaranteed  loan  is  being  proocrly  serviced. 
If  a  problem  develops  the  County  Super¬ 
visor  will  promptly  contact  the  lender  to 
resolve  It.  (2)  Review  all  EL  borrowers’ 
financial  statements  furnished  by  the  lender 
with  the  District  Director,  and  will  take 
appropriate  servicing  action  reminding  the 
lender  of  his  servicing  responsibilities. 
Refer  to  paragraph  X  of  Form  FmHA  449-35, 
or  paragraph  IX  of  Form  FmHA  449-38.  (3) 
Immediately  contact  the  District  Director 
when  notified  by  the  lender  of  borrower's 
failure  to  fulfill  any  conditions  of  the  loan 
approval  conditions  to  determine  the  action 
to  be  taken.  (4)  Notify  the  District  Director 


in  writing  upon  receipt  of  notice  from  the 
Lender  when  any  guaranteed  loan  is  de¬ 
linquent  more  than  30  days  or  when  the 
loan  otherwise  appears  to  be  developing 
into  a  problem  case.  Refer  to  paragraph  XI 
of  Form  FmHA  449-35,  or  paragraph  X  of 
Form  FmHA  449-38.  (5)  Establish  an  office 
management  system  for  guaranteed  loans 
in  accordance  with  FmHA  Instruction  405.1 
to  Insure  timely  followup  on  all  required 
financial  statements,  and  any  special  re¬ 
quirements  for  loan  servicing  conditions. 
(6)  Notify  the  Finance  Office  when  the 
lender  makes  any  approved  protective  ad¬ 
vances.  (7)  Submit  to  the  Finance  Office 
semiannually  the  lender's  statement  required 
in  paragraph  X  B  10  of  Form  FmHA  449  -35, 
or  paragraph  IX  of  Form  FmHA  449-38, 
reflecting  the  unpaid  principal  balances  on 
the  loan. 

(C)  District  Director  will:  (1)  Assure  that 
the  County  Supervisor  carries  out  his  re¬ 
sponsibilities.  (2)  Accompany  the  County 
Supervisor  on  Initial  field  visits  to  the  bor¬ 
rower’s  place  of  business  and  at  least  an¬ 
nually  thereafter.  Such  visits  should  be  co¬ 
ordinated  with  the  lender.  (3)  Provide  guid¬ 
ance  and  assistai,ce  to  the  County  Supervisor 
if  a  loan  develops  into  a  problem  case.  (4) 
Review  all  Held  Visit  Reports  and  make  rec¬ 
ommendations  or  comments  aiyl  transmit 
them  to  the  State  Director,  if  necessary. 

(D)  FmHA  servicing  authorizations.  For 
loans  in  amounts  not  in  excess  of  their  loan 
approval  authority,  FmHA  officials  are  au¬ 
thorized  to  approve  or  concur  in:  (1)  Altera¬ 
tions  in  the  loan  approval  conditions  which 
will  not  prejudice  the  Governments  Interest. 
(2)  Any  replacement  of  collateral  for  the 
loan.  (3)  All  lien  coverage  and  lien  priorities 
on  the  collateral  established  by  the  lender 
before  issuance  of  the  Contract  of  Guarantee 
or  Loan  Note  Guarantee.  (4)  Any  renewal  of 
loan  notes  in  concurrence  with  the  lender. 
(5)  Use  of  proceeds  from  disposition  of  col¬ 
lateral  meeting  the  provisions  of  paragraph 
X  of  Form  FmHA  449-35,  or  paragraph  IX  of 
Form  FmHA  449-38  "Lender's  Agreement”. 

(E<  National  Office  assistance.  State  Direc¬ 
tors  may  consult  with  the  National  Office  on 
any  servicing  problem,  and  if  it  cannot  be 
handled  at  the  State  level,  the  file  will  be 
iorwarded  to  the  National  Office  with  pro- 
pored  recomjnendatlons. 

§  1980.280  Protective  advances. 

Refer  to  paragraph  XIII  of  Form 
449-35,  or  paragraph  XII  of  Form  FmHA 
449-38  as  appropriate. 

Administrative 

(A)  It  is  not  intended  that  protective  ad¬ 
vances  be  made  in  lieu  of  additional  loans. 
(B)  The  County  Supervisor  is  authorized  to 
approve  protective  advances  and  will  consi¬ 
der  the  following  when  approving  such  ad¬ 
vances:  (1)  The  total  amount  of  outstand¬ 
ing  advances,  the  amount  of  those  for  which 
anproval  is  requested,  the  outstanding  loan 
balance,  whether  the  account  is  current, 
and.  if  not.  the  extent  of  the  delinquencies. 
(2)  The  borrower’s  ability  to  pay  the  re¬ 
maining  loan  balance  and  any  future  ad¬ 
vances  In  accordance  with  the  existing  re¬ 
payment  schedule. 

§  1980.281  Termination  of  guarantee. 

Refer  to  paragraph  XII  of  Form 
FmHA  440-34  for  termination  of  Loan 
Note  Guarantees,  and  to  Form  FmHA 
449-27  for  termination  of  Contracts  of 
Guarantee. 

Administrative 

The  County  Supervisor  will  advise  Finance 
Office  when  a  Loan  Note  Guarantee,  or  Con¬ 
tract  of  Guarantee  is  terminated. 
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§  1980.282  Defaults  by  borrower. 

(a)  Refer  to  paragraph  XI  of  Form 
FmHA  449-35  for  Loan  Note  Guarantee 
cases  and  to  paragraph  X  of  Form 
FmHA  449-38  for  Contract  of  Guarantee 
cases. 

(b)  The  lender  will  arrange  a  meet¬ 
ing  with  the  County  Supervisor  and  the 
borrower  to  resolve  the  problems. 

(c)  The  lender  will  summarize  the 
meeting  in  a  memorandum  listing  the 
individuals  who  attended,  and  describing 
the  problems,  and  the  proposed  solutions. 
The  original  will  be  retained  in  the  lend¬ 
er’s  loan  file  and  a  copy  will  be  submitted 
to  the  County  Supervisor. 

Administrative 

(A)  The  County  Supervisor  monitoring  the 
loan  will  coordinate  and  process  any  request 
for  FmHA  to  purchase  when  the  holder (s) 
are  located  In  close  proximity  of  the  local 
lender.  If  several  holders  are  located  outside 
the  area,  the  State  Director  will  handle  the 
transaction  and  notify  the  County  Super¬ 
visor.  (B)  The  County  Supervisor  will  review 
the  material  submitted,  verify  the  amounts 
due  the  holder (s)  and  transmit  the  request 
by  memorandum  to  the  State  Director.  Copies 
of  evidence  of  ownership  will  be  Included. 
Any  original  evidence  of  ownership  will  be 
retained  In  the  County  Office.  A  proposed  pay¬ 
ment  date  will  be  established  in  order  to 
calculate  the  Interest  due  to  the  holder(s). 
(C)  The  County  Supervisor  will  verify  the 
amounts  payable  to  the  holder  and  assure 
that  all  necessary  material  has  been  obtained. 
The  County  Supervisor  will  request  a  check 
to  pay  the  holder (s)  on  the  appropriate  date 
entry  form.  The  Finance  Office  will  forward 
the  check  to  the  County  Supervisor  within 
10  days  after  receipt  of  the  request.  (D)  Any 
evidence  of  ownership  retained  In  the  County 
Office  will  be  considered  In  any  future  report 
of  loss  calculations.  A  record  of  any  purchase 
will  be  maintained  In  the  loan  file. 

§  1980.283  Liquidation. 

Refer  to  paragraph  XII  of  Form  FmHA 
449-35  for  Loan  Note  Guarantee  cases, 
and  to  paragraph  XI  of  Form  FmHA  499- 
38  for  Contract  of  Guarantee  cases. 

Administrative 

(A)  The  District  Director  determines  which 
FmHA  personnel  will  attend  meetings  with 
the  Lender.  (B)  Form  FmHA  449-35,  or  Form 
FmHA  449-38,  paragraphs  XII  B  or  XI  B 
respectively.  FmHA  will  exercise  the  option 
to  liquidate  only  when  there  Is  reason  to 
believe  the  lender's  liquidation  plan  will 
likely  not  result  In  maximum  recovery.  Dis¬ 
trict  Directors  are  authorized  to  approve 
lender  liquidation  plans  or  exercise  the  FmHA 
option  to  liquidate.  (C)  Form  FmHA  449-35, 
or  Form  FmHA  449-38,  paragraphs  XII  D  or 
XI  D  respectively.  County  Supervisors  are  re¬ 
sponsible  for  seeing  that  the  lender  compiles 
with  the  requirements  of  paragraph  XII  D  or 
paragraph  XI  D  as  appropriate.  The  concur¬ 
rence  of  the  District  Director  will  be  necessary 
before  the  County  Supervisor  may  accept  the 
accounting  reports  as  submitted  by  the  lender 
and  before  submission  of  such  reports  to 
lenders  when  FmHA  is  conducting  liquida¬ 
tion.  (D)  Form  FmHA  449-35,  or  Form  FmHA 


PROPOSED  RULES 

449-38  paragraphs  XII  E  2  or  XI  E  2  respec¬ 
tively.  County  Supervisors  are  authorized  to 
accept  Report  of  Loss  determinations  for  both 
Loan  Note  Guarantee  and  Contract  of  Guar¬ 
antee  cases  on  Form  FmHA  449-30  “Loan 
Note  Guarantee  Report  of  Loss,”  In  those 
cases  where  loss  will  not  exceed  $35,000;  Dis¬ 
trict  Directors  for  loss  not  to  exceed  $100,000; 
and  State  Directors  for  all  others.  The  State 
Director  will  submit  to  the  Finance  Office 
for  payment  any  losses  claimed  on  Form 
FmHA  449-30.  The  Finance  Office  will  for¬ 
ward  loss  payment  checks  within  10  days  of 
receipt  of  the  claim  to  the  County  Super¬ 
visor  for  delivery  to  the  lender.  (E)  Form 
FmHA  449-35  or  Form  FmHA  449-38  para¬ 
graphs  XII  E  3  or  XI  E  3  respectively.  Final 
loss  payments  will  be  made  within  the  60 
days  required  but  only  after  a  review  has 
been  made  to  accurately  determine  FmHA 
liability.  State  Directors  are  responsible  to 
see  that  such  reviews  are  accomplished  In 
time  to  be  evaluated  and  accepted  or  other¬ 
wise  resolved  within  the  60-day  period. 
County  Supervisors  may  conduct  such  re¬ 
views  when  the  loss  does  not  exceed  $35,000; 
District  Directors  when  the  loss  does  not 
exceed  $100,000;  and  State  Directors  for 
amounts  not  to  exceed  their  loaui  approval 
authority.  If  the  State  Director  wishes  Na¬ 
tional  Office  assistance  In  the  conduct  of 
the  review,  he  may  request  It. 

§§  1980.284-1980.289  [Reserved] 

§  1980.290  Graduation. 

There  is  no  “graduation"  requirement 
for  EL  loans.  Therefore,  these  loans  will 
not  be  reviewed  by  FmHA  to  determine 
whether  lenders  should  be  in  position  to 
carry  them  without  a  guarantee. 

§  1980.291  Appeal  procedure. 

See  §  1980.80  of  Subpart  A  for  the 
method  of  having  adverse  decisions  of 
County  Supervisors,  District  Directors, 
and  State  Directors  reviewed  in  both 
Loan  Note  Guarantee  and  Contract  of 
Guarantee  cases. 

§  1980.292  Access  to  records  of  lenders. 

See  5  1980.81  of  Subpart  A  for  this  re¬ 
quirement  in  both  Loan  Note  Guarantee 
and  Contract  of  Guarantee  cases. 
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§  1980.293  County  and  Slate  Office  files. 

(a)  County  office  files.  County  offices 
having  charge  of  loan  guarantees  are  not 
expected  to  maintain  complete  case  files. 
However,  the  County  Office  case  file  for 
each  loan  guarantee  should  contain 
originals  or  copies  of  forms  and  other 
material  which  is  needed  to  monitor  the 
lender’s  loan  servicing  actions. 

(b)  State  office  files.  State  Directors 
may  maintain  files  on  cases  which  re¬ 
quire  special  servicing  attention. 

§  1980.294  FmHA  forms. 

(a)  See  Appendix  A  for  list  of  appli¬ 
cable  FmHA  forms,  number  to  be  pre¬ 
pared.  signatures  required,  and  manner 
of  distribution. 

*  (b>  Forms  FmHA  449-27,  “Contract 

of  Guarantee  <  Emergency  Livestock 
Loan)’’;  FmHA  449-38,  “Lender’s  Agree¬ 
ment  (Emergency  Livestock  Loan — Con¬ 
tract  of  Guarantee)”;  Form  FmHA  449- 
15,  “Conditional  Commitment  for 
Emergency  Livestock  Loan  Contract  of 
Guarantee";  Form  FmHA  449-25,  “Re¬ 
quest  for  Guarantee  (Emergency 
Livestock  Loan)";  Form  FmHA  449-26, 
“Certificates  of  Lender  and  Loan  Appli¬ 
cant  (Emergency  Livestock  Loan)”;  are 
incorporated  in  this  Subpart  C,  made  a 
part  hereof,  and  appear  as  appendixes 
B.  C,  D,  E,  and  F  in  the  Federal  Reg¬ 
ister. 

§§  1980.295 — 1980.299  [Reserved] 
General  Administrative 

(A)  Office  of  the  General  Counsel  (OGC). 
In  performing  the  FmHA  functions  with  re¬ 
spect  to  EL  loans,  the  advice  and  assistance 
of  OGC  may  be  sought  and  followed  on  any 
legal  matter.  However.  In  loan  making.  It  Is 
the  responsibility  of  the  lender  to  ascertain 
that  all  requirements  for  making,  securing, 
and  servicing  the  loan  are  duly  met.  If  FmHA 
has  any  questions  concerning  the  lender’s 
resolution  of  these  matters  it  should  consult 
with  OGC.  (B)  Delegation  of  authority.  The 
State  Director  may  delegate  to  his  staff  those 
administrative  duties  and  responsibilities 
stipulated  In  the  Administrative  sections  of 
this  Subpart  C. 


Appendix  A — FmHA  Forms 

(a)  The  following  chart  lists  applicable  FmHA  forms,  number  to  be  prepared,  signatures 
required,  and  manner  of  distribution.  Any  of  these  FmHA  forms  and  others  needed  by 
lenders  or  applicants  may  be  obtained  from  FmHA. 


FmHA 

form 

number 

Name  of  form 

Total 
num¬ 
ber  * 

Signed  by ' 

Distribution 

Forms  needed  by  a  lender  tor  use  in  preparing  the  EL  guarantee  request 

400-1 

Equal  opportunity  agreement.  _ _ 

3 

B-O 

O-L,  C-B,  C-FmHA. 

400-3 

Notice  to  contractors  and  applicants _ 

4 

I^O 

O-Con.  C-B,  C-L,  C- 
FmHA. 

400-fl 

Compliance  statement _ 

4 

L  and  Con  3-0 

O-L,  C-Con,  C-B.  C- 
FmHA. 

44<H> 

Application  for  guaranteed  loan  (farmer  pro¬ 
grams). 

2 

B-O 

O-L,  C-FmHA. 

440-25 

Request  for  guarantee  (emergency  livestock 
loan) . 

2 

Lr-O 

O-FmHA,  C-L. 

440-26 

Certificates  of  lender  and  loan  applicant 
(emergency  livestock  loan). 

3 

L  and  B-O 

O-FmHA,  C-L.  C-B. 

440-35 

Lender’s  agreement _ 

2 

L  and  FmHA 

O-FmHA.  C-L. 

440-36 

Assignment  guarantee  agreement . 

3 

L,  H  and  FmHA 

O-H,  C-L,  C-FmHA 

440-38 

Lender’s  agreement  (emergency  livestock 
loan— contract  of  guarantee). 

2 

L  and  FmHA.  (O  and 

C). 

O-FmHA,  C-L. 
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FiuHA 

form 

uum)H‘r 

Name  of  form 

Total 

num¬ 

ber 

Signed  by  1 

Distribution 

Forms  used  by  FmHA  in  processing  and  handling  the  guarantee  request 

440-2 

County  committee  certification  or  recom¬ 
mendation. 

1 

(«) 

FmHA. 

440-1 

Request  for  obligation  of  funds . 

4 

FmllA-O 

OLC-FC,  C-county  of¬ 
fice,  C-State  director. 

440-13 

Denial  letter . . . 

2 

FmHA-O 

O-L,  C-FinHA. 

440-14 

Conditional  commitment  for  guarantee - 

2 

FmHA-O 

O-L,  C-FmllA. 

440-15 

Conditional  commitment  for  emergency  live¬ 
stock  loan  guarantee. 

2 

FmHA-O 

O-L,  C-FmHA. 

440-27 

Contract  of  guarantee  (emergency  livestock 
loan). 

2 

FmHA-O 

O-L,  C-FraHA. 

449-31 

Emergency  livestock  loan  analysis.  . . . 

3 

FmHA-O 

O-FC,  C-FmHA,  C- 
state  director. 

440-34 

Loan  note  guarantee - - - 

2 

FmHA-O 

O-L,  C-FmHA. 

Forms  used  Jointly  by  lender  and  FmHA 

440-30 

Loan  note  guarantee  report  of  loss - 

3 

L-O 

O-FmHA,  C-L, 
C-FmHA. 

1  Signature  and  distribution  “L”— lender;  “II”— holder;  “B” — torrower  or  assumptor:  "FC”— finance  office: 
'FmllA”— authorized  FmllA  official;  “Con”— contractor;  “O”— original;  “C”— copy, 
t  County  committee. 


(b)  Other  forma  and  information.  Any 
needed  forms  not  furnished  by  FmHA  will  be 
provided  by  the  lender.  The  lender  may  ob¬ 
tain  Information  from  FmHA  and  copies  of 
other  FmHA  forms  that  may  be  helpful  In 
various  aspects  of  loan  making,  construction 
and  development,  and  loan  servicing. 

(c)  Racial  code.  Some  FmHA  forms  con¬ 
tain  space  for  coding  the  race  of  the  appli¬ 
cant  for  the  loan  or  assumption.  In  the  code, 
“W”  means  “White,”  “N/B"  means  “Negro 
(Black),”  “S”  means  “Spanlsh-Amerlcan,” 
“AI"  means  “American  Indian,”  and  “O” 
means  any  other  race.  The  lender  Is  respon¬ 
sible  for  completing  this  code  on  all  forms  on 
which  It  appears,  in  accordance  with  his  best 
Judgment  as  to  the  race  Involved. 

(d)  Revision  of  existing  forms.  Until  the 
present  supply  Is  exhausted,  the  forms  de¬ 
scribed  below  will  be  revised  on  an  individual 
case  basis  as  follows: 

(1)  Form  FmHA  400-1,  "Equal  Opportu¬ 
nity  Agreement .”  In  the  second  paragraph 
after  the  word  "Recipient,  “Insert”  or  to  Re¬ 


cipients  lender."  In  subparagraph  1(e), 
change  the  word  “or”  to  "Issued.” 

(2)  Form  FmHA  400-6, " Compliance  State¬ 
ment."  In  the  first  paragraph  between  “with” 
and  "assistance,”  Insert  “loan  guarantee.” 

(3)  Form  FmHA  440-2,  “ County  Commit¬ 

tee  Certification  or  Recommendation."  (1) 
Loan  note  guarantee  cases.  In  the  upper  right 
hand  corner  Insert  "Guaranteed  Loan.” 
Check  the  "Other"  box  In  Type  of  Assistance 
and  Insert  "EL”  In  the  blank  opposite  “Other 
(Specify) .”  Add  “11. □  for  an  EL  loan,  we  cer¬ 
tify  an  amount  not  exceeding  $ _ ” 

(11)  Contract  of  guarantee  cases.  In  the 
upper  right  hand  corner  Insert  “Guaranteed 
Line  of  Credit.”  Check  the  “Other”  box  in 
Type  of  Assistance  and  Insert  “EL”  In  the 
blank  opposite  “Other  (Specify).”  Add 
"11.  □  For  an  EL  line  of  credit,  we  certify  an 
amount  not  exceeding  $ _ ” 

(4)  Form  FmHA  449-6,  "Application  for 
Guaranteed  Loan  ( Farmer  Programs) The 
crop  and  livestock  production  tables  on  the 
face  of  the  form  may  be  omitted. 
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Alt  Equal  Opportunity  and  Nondiscrimination  requirement!  will  be  met  (or  any  that  cannot  yet  be  met  will  be  met  at  Ilia 
appropriate  lime). 
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Denton  E.  Sprague, 

Acting  Administrator ,  Farmers  Home  Administration. 


